wa NIT 
~“) 


CJL UTVILLEN 
1826 san201975 


THE. Lisa ¢ 


VOLUME 6, NO. 1 IOC] ANSAS STAT iTY 


1487 





A WEEKLY COMPILATION OF RELEASES FROM THE SECURITIES AND EXCHANGE COMMISSION 





Regulation T thereunder. 





RELEASES IN THIS ISSUE LR-6653 SEC vv. R. J. Allen & Associates, 
Inc., et al. 
Securities Investor Protection Act - 21 Injunction and disgorgement 
Securities Act - §552 ordered in Industrial Develop- 
Securities Exchange Act - 11156-64 LR-eese ping be acme Bonds case. 
Public Utility Holding Company Act - 18735-55 q SEC v. Kalvex, Inc., et al. 
8600A Complaint alleges failure to 
Investment Company Act - 8624-32 disclose yer rae of 
Litigation - 6653-64 expenses resulting of payment 
to 2 defendants of expenses 
This issue covers releases issued from not properly chargeable to 
12/26/74-1/3/75. Kalvex. Accounting sought. 


LR-6657 US v. James E. Midkiff, et al. 





Twenty-three count indict- 
SIGNIFICANT ITEMS ment charges antifraud vio- 








lations in offer and sale of 


ge 4) Gulf Investing Corporation 
This listing does not affect the legal status of any 


stock. 
document published in this issue. 
Rules 
Announcement 34-11158 Rule 15c3-5 (File No. S7-545) 
33-5552 No-Action Position Relating to Financial Responsibility 
Certain Offerings of Gold Requirements for Broker- 
Proposed arrangements for the Dealers With Respect To 
sale of gold bullion. Transactions In Gold. 
34-11159 Rule 15c3-1 (File No. S7-533) 
Enforcement 


Comment period extended 
34-11161 Trio Securities, Inc., and Howard to January 31, 1975. 


G. Michaelson 

Administrative proceedings 
ordered against Trio and its 
president, Howard G. Michael- 
son for violations of the anti- 
fraud, net capital, hypotheca- SECURITIES INVESTOR PROTECTION ACT 
tion, and books and records 
provision of the securities 

















laws. 
3411162 = London Securities Led. SECURITIES INVESTOR PROTECTION ACT OF 1970 
. Administrative proceedings Release No. 21/January 2, 1975 
ordered against London and 
Joseph C. Caggiano, president, 
treasurer, director and stock- See Securities Exchange Act Release No. 11162/January 2, 
holder, for violations of the 1975. 


net capital rule, bookkeeping 
rules, supplemental reporting 
requirements, broker-dealer 
registration requirements and 
the margin requirements 
under the Exchange Act and 








SEC DOCKET/1 








SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5552/December 26, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11156/December 26, 1974 


NO-ACTION POSITION RELATING TO CERTAIN OFFER- 
INGS OF GOLD 


The Securities and Exchange Commission today made public 
the text of three no-action letters issued by its Division of 
Corporation Finance with respect to certain proposed ar- 
rangements for the sale of gold bullion. Restrictions on the 
private ownership of gold by United States citizens are due 
to be terminated on December 31, 1974, and the Commis- 
sion has received numerous informal inquiries regarding the 
applicability of the federal securities laws to various arrange- 
ments for the sale of gold to public investors. 


There are presently no regular markets in the United States 
for dealings in gold by ordinary investors nor are there any 
established procedures or practices for handling such trans- 
actions. Consequently, there are great uncertainties about 
the application of the federal securities laws to gold invest- 
ment plans. It is not possible to resolve these uncertainties 
at the present time. And, the Commission is aware that the 
sale of gold involves questions of national financial and 
economic policy not presented by the sale of interests in 
other commodities. These are policies as to which the Com- 
mission has no expertise and which it does not wish to dis- 
rupt, at least in the absence of further information and ex- 
perience concerning the needs of investors. There appears, 
however, to be considerable interest on the part of broker- 
dealers and others in offering plans for the purchase of gold 
to investors. Consistent with its intention not to disrupt 
the establishment of national economic and financial 
policies, the Commission believes that its staff should pro- 
vide such guidance as is possible under the circumstances, 
and, for that purpose, is publishing three no-action letters 
stating the enforcement position of the staff of the Divi- 
sion of Corporation Finance. 


The texts of the letters, with identifying details deleted, 
are as follows: 


LETTER NO. 1 


This is with reference to your letter, dated December 17, 
1974, requesting, among other things, an interpretation 
as to the applicability of the Securities Act of 1933 to 
proposed plans of X National Bank (’X”’) to sell gold 
bullion, after December 31, 1974, to individual pur- 
chasers. 


We understand the facts, which are set forth more fully in 
your letter, to be as follows. X will sell gold bullion cast 
in various size ingots and bars at a price equal to X’s 
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“asked price’ as a gold bullion dealer plus a mark-up which 
is estimated to be 1/2% for registered broker-dealers and 
between 2-3% for individual purchasers. A buyer from X 
may either take physical delivery of the gold bullion pur- 
chased or may request that such bullion be held for safe- 
keeping and storage in one of X’s gold depositories which 
are expected to be established in the United States and 
Switzerland. X intends to enter into an agreement with each 
such depository which will provide either that {i) the deposi- 
tory will hold specifically identified bars or ingots of gold 
for X, maintain insurance covering such gold at prescribed 
limits and deliver gold bullion upon request by X or the 
owner of the gold or (ii) the depository will lease a por- 
tion of its vault directly to X which will handle such insur- 
ance and delivery functions. If the buyer’s gold bullion is 
to be stored by X at its depositories, X will issue in regis- 
tered form to the buyer a Gold Bullion Safekeeping Cer- 
tificate (“Safekeeping Certificate’) indicating the number 
of ounces purchased by the buyer. The buyer will be re- 
quired to pay in advance the annual storage cost of the 
buyer’s gold bullion plus a fixed fee of $5 per certificate. 
Upon presentment of the Safekeeping Certificate for de- 
livery of the gold bullion, X will arrange to deliver gold 
bars or ingots in sizes selected by the Certificate holder. 


i. 


The holder of a Safekeeping Certificate may demand deliv- 
ery of the gold bullion represented by such Certificate at 
any time by (a) presenting the Certificate to X in New 
York City or to one of X’s depositories listed on the Cer- 
tificate, (b) payment of any unpaid storage charges, (c) 
payment of a gold bar or ingot fee in accordance with a 
fixed schedule, (d) payment of any applicable sales taxes 
and (e) payment of applicable shipping charges. The bar 
or ingot fees shall be based on the value of gold bullion 
set at the 3:00 p.m., London “fixing” on the day immedi- 
ately preceding the day upon which delivery is requested. 
X and its depositories may not maintain substantial sup- 
plies of all sizes of bars and ingots. Accordingly, while it 
is expected that 400 ounce bars always will be deliverable 
upon demand, X may reserve the right to make deliveries 
of other size bars and ingots within several days after de- 
mand. 





X will have no obligation to repurchase any gold bullion 
sold by it or any Safekeeping Certificates issued by it. X 
intends, however, to continue to act as a gold dealer and 
accordingly expects to continue to make bids on gold 
bullion offered for sale in the gold market, including of- 
fers of gold bullion by holders of Safekeeping Certificates. 
Such trading activities will be conducted as and to the 
extent deemed advisable by X in light of existing gold 
market conditions. 


X will act for its own account in all sales of gold bullion, 
and will either deliver gold bullion from its gold inventory 
or will purchase gold in the market within two business 
days from the time of sale. X does not contemplate 
providing potential gold purchasers with investment ad- 
vice or consultation with regard to the advisability of 
investing in gold, the timing of investments in gold or any 
other matters regarding the purchase or sale of gold (al- 
though advertisements and brochures regarding the avail- ; 
ability of X’s services will be published). All sales of gold 

bullion will be made on a cash basis and X does not pres- * 











hy 





ently contemplate providing any financing in connection 
with purchases of gold bullion from it. 


X will sell gold bullion to individual purchasers either di- 
rectly through offices of X or through registered broker- 
dealers. X presently intends to enter into an agreement 
with a broker-dealer pursuant to which the broker-dealer 
will make purchases from X on behalf of its customers. 
Such agreement may be on an exclusive basis for a limited 
period of time. It is expected that broker-dealers will 
charge commissions on sales by them to their customers, 
but X expects that buyers of gold will pay the same price 
whether they purchase through broker-dealers or directly 
from X. 


Orders received directly from purchasers of gold will be 
executed as received, with settlement to be completed by 
delivery of the gold or the Safekeeping Certificate against 
payment by the purchaser on the second business day af- 
ter execution of the order. Similarly, orders received by 

X from registered broker-dealers will be executed as re- 
ceived, also with two-day settlement. Upon settlement the 
broker-dealer will deliver to X a check in the aggregate 
amount due for all of such broker-dealer’s orders which 
are to be settled on such day, and X will (unless other- 
wise instructed) deliver to the broker-dealer a single Safe- 
keeping Certificate registered in such broker’s names 
which represents the aggregate number of ounces of gold 
bullion for which settlement has been made. If customers 
of the broker-dealer request delivery of gold bars, on the 
settlement day the bars will be shipped directly to the 
customers. The broker-dealer or its customers may deliver 
their Safekeeping Certificates to X at any time in order to 
have the Certificates registered in different names or issued 
in smaller denominations. X expects to handle the transfer 
and registration of Safekeeping Certificates through one of 
its internal bank departments. 


While it is not entirely clear from the facts presented, we 
assume that in every case an investor will be sold either 
specific identified gold bars or an undivided but specific 
interest in bars or ingots of gold and that the investor’s 
interest may not be encumbered by action of either the 
seller or the depository. On that basis and on the basis 

of the other facts presented, this Division would not re- 
commend any enforcement action to the Commission if 
X engages in the activities described in your letter without 
compliance with the registration requirements of the Se- 
curities Act of 1933. 


LETTER NO. 2 


This is with reference to your letters of August 28 and 
December 2, 1974, requesting an interpretation, among 
other things, of the applicability of the Securities Act of 
1933 to the proposed operations of Y, a retail gold deal- 
er. 


We understand the facts to be as follows. Y proposes to 
operate as a retail gold dealer. Y would advertise in news- 
Papers and magazines of general circulation, wherein it 
would offer to purchase gold on behalf of any member 
of the public from an exchange, from a wholesale dealer, 


® or from a bank at a price equal to the current price of 
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gold. Y will use its best efforts to purchase and sell gold at 
least once daily on any day on which an order and payment 
therefor is received. Purchases and sales by Y will be on a 
net basis based upon total purchase and sale orders received 
during that day or during the prior business day. Each initial 
purchase would be required to be at least $1,000 and all sub- 
sequent purchases at least $500. 


Y believes that a substantial number of purchasers of gold 
will not desire actual delivery of gold. Y, therefore, proposes 
to deposit the gold, which purchasers do not want delivered, 
in a vault at a major bank or banks and to deliver each such 
purchaser a gold custody receipt (“Receipt”). Each Receipt 
would represent an undivided but specific interest in the gold 
in Troy ounces held for the account of the purchaser. A 
storage fee would be charged on an annual basis to each 
purchaser for maintaining his gold. 


Receipts would be in non-negotiable form for the protection 
of purchasers. Receipts could be sold, transferred or assigned 
only by delivery of the Receipt to Y or a bank serving as 
Transfer Agent with instructions as to transfer signed by the 
purchaser with his signature guaranteed. A Receipt could be 
exchanged at any time for the amount of gold represented 
by the Receipt less a nominal delivery fee. A purchaser wish- 
ing to sell some or all of the gold represented by the Receipt 
would deliver his Receipt to Y with instructions as to the 
amount of gold to be sold. As previously stated, Y will pur- 
chase or sell gold on a net basis on commodity exchanges or 
through wholesale dealers at least once daily and the pur- 
chaser would receive a dollar amount equal to the price for 
gold obtained by Y following receipt of the Receipt and 

the instructions to sell, less a stated commission payable to 
Y. Y will use its best efforts to sell gold at least once daily 
on any day on which a properly submitted request to sell is 
received by Y; however, Y will not guarantee a resale market. 


Y would act primarily as an agent in executing purchase and 
sale orders for gold. It expects that it would maintain a 
small inventory of gold bullion primarily for the purpose 

of rounding out orders. Y will not provide gold purchasers 
with investment advice. 


While it is not entirely clear from the facts presented we 
assume that the undivided but specific interest in gold pur- 
chased by the investor may not be encumbered by action 
of either the seller or the depository. On that basis and on 
the basis of the other facts presented this Division would 
not recommend any enforcement action to the Commission 
if Y engages in the activities described in your letter with- 
out compliance with the registration requirements of the 
Securities Act of 1933. 


LETTER NO. 3 


This is with reference to your letter of December 26, 1974 
concerning the intention of Z, a registered broker-dealer 
and member of the New York Stock Exchange, to sell gold 
bullion to its customers on or after December 31, 1974, 
without registration under the Securities Act of 1933. 


We understand the facts, which are set forth more fully 


in your letter, to be as follows. Z, as principal, proposes 
to offer and sell gold bullion to its customers in minimum 
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quantities of five troy ounces. All such gold bullion trans- 
actions will be based upon the opening price of the 
London Gold Market at 5:30 a.m. EST (the “London 
Fixing”) on the day after the entry of the order by a 
customer of Z, plus a fixed charge for such purchases 

or sales. 


Z will effect transactions in gold bullion for two types 
of customers — retail customers who purchase for their 
own account and wholesale customers who purchase for 
resale. Z will offer either type of customer the choice of 
(i) accepting delivery of the gold, or (ii) having the gold 
held in the customer’s account with a reliable custodian 
in London. Each customer who elects to have his gold 
held in safekeeping will have an undivided interest, to the 
extent of the amount of gold he has purchased, in speci- 
fically identified gold bars. The gold bars will be stored 
in bulk segregation for the benefit of Z’s customers in a 
manner so as to assure customers that it is free from the 
claims of any creditors of the custodian or of Z. Z has 
represented that a customer’s right to obtain delivery of 
his gold will not depend upon the continued solvency of 
Z. The gold bars will be insured, and Z’s customers will 
not be charged any custodian or storage fees for gold 
held in their accounts until after December 31, 1975. 


Upon execution of his order, a customer will be sent the 
same form of confirmation as for any other commodity 
transaction as well as a disclosure statement for gold 
purchases as required by the rules of the New York Stock 
Exchange. The customer will receive no certificate or 
evidence of ownership other than the Z confirmation, 
which will describe the details of his particular transac- 
tion. A separate monthly or quarterly statement will be 
issued to those customers who store gold with the custo- 
dian. The Z confirmation is not a negotiable document of 
title. 


Z intends to stand ready to repurchase from any customer 
the same gold purchased by such customer from Z at the 
London Fixing price on the business day following the 
entry of the sell order, less Z's applicable charges in 
effect at the time. The repurchase will be contingent on 
Z being able to execute the order at the London Fixing 
price on the business day following its entry, and on the 
continuing acquiescence in public purchases of gold by 
the United States Government or governments with jur- 
isdiction over the major market on which public orders 
can be executed. Z will make no guarantee of the price 
at which the gold will be repurchased from a customer, 
or that there will be a market for the gold proposed to 
be sold. There is no other return or other inducement to 
a customer in the nature of a separate benefit apart from 
the ownership of the gold bullion. 


Z's only function in connection with gold transactions 
will be to execute purchase and sale orders as principal 
at the price previously indicated. However, Z will form 
an opinion as to whether or not a purchase of gold 
bullion is suitable for a particular customer in accord- 
ance with the requirements of Rule 405 of the New York 
Stock Exchange. The Z research department will prepare, 
and continually update, an opinion indicating its views on 
whether gold will increase or decrease in price in the fu- 
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ture. This opinion will be made known to customers, but 
the choice of when, whether and at what price to purchase 
or sell gold will be made solely by the individual customer. 


On the basis of the facts presented, this Division would not 
recommend any enforcement action to the Commission if 
Z engages in the activities described in your letter without 


compliance with the registration requirements of the Securi- 


ties Act of 1933. 


In determining to take a no-action position with respect 
to the activities described in the foregoing letters, the Di- 
vision took note, inter alia, of certain facts common to 
these proposals. 


(1) It does not appear that, in the gold investment program 
described in these letters, the economic benefits to the pur- 
chaser are to be derived from the managerial efforts of the 
seller, promoter, or a third party. 


(2) it does not appear that the services to be offered in 
connection with these offers to sell gold rise to the level 
of being those essential managerial efforts upon which the 
purchaser must rely in order to make a profit from his 
purchase. In this regard: 


a. The purchaser will pay full value in cash for the gold 
purchased and purchases will not be made on margin. 


b. The depository arrangement is limited to the storage 
of the gold with a reputable storage facility, insurance 
against loss or theft from the storage facility, and the issu- 
ance of a document which would evidence the right of the 
purchaser, or his successors and assigns to take possession 
of the gold; and 


c. Neither X, Y, Z, nor anyone acting on their behalf has 

any obligation to repurchase the gold or ownership docu- 

ments from the purchaser, nor to sell such gold or owner- 

ship documents for the purchaser’s account, but they may 
repurchase the gold at the then prevailing market price. 


The arrangements described in the foregoing no-action 
letters are only three of a number of proposals for the pub- 
lic offering and sale of gold which have been brought to the 
attention of the Commission. Some of these appear to in- 
volve the offering of a security and others do not. This 
would depend upon all the facts of a particular case, and 
variations in the facts of such cases may lead to different 
results. Accordingly, if a company wishes to file a registra- 
tion statement, the Division will be available to provide 
assistance on any questions which might arise in connec- 
tion with the preparation of a registration statement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








y 


i 














SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11156/December 26, 1974 


See Securities Act Release No. 5552/December 26, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11157/December 31, 1974 


Admin. Proc. File Nos. 3-2848 and 3-4268 
In the Matter of 


LINCOLN SECURITIES 
156 W. Franklin Street 
Hempstead, New York 
(8-15573) 


ABE CAMHI d/b/a LINCOLN SECURITIES 
(8-12476) 


ABE CAMHI 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these remedial proceedings under the Securities Exchange 
Act, Lincoln Securities, a partnership registered as a broker- 
dealer, Abe Camhi, its sole general partner, and Abe Camhi 
d/b/a Lincoln Securities (“Lincoln”), a sole proprietorship 
registered as a broker-dealer, 1/ have submitted an offer of 
settlement which the Commission has determined to accept. 
Solely for the purpose of these and any other proceedings 
pursuant to certain sections of the Exchange Act, and 
without admitting or denying the allegations in the two 
orders for proceedings, respondents consent to findings of 
violations as alleged and to the imposition of specified sanc- 
tions. 


On the basis of the two orders for proceedings and respond- 
ents’ offer of settlement, it is found that: 2/ 


1. During the period from about October 1969 to February 
1971 respondents willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder by: 


(a) Accepting orders for and effecting transactions in se- 
curities when incapable of delivering or paying for such 
securities; 


(b) Participating in a scheme whereby securities were pur- 
chased, sold and sold short for an account that was unable 
or unwilling to pay for such securities purchased or to 
cover such short sales; and 


(c) Participating in a manipulative scheme whereby a 
market for Belmont Franchising Corporation stock was 
initiated at an artificial level and controlled and manipu- 
lated thereafter; fictitious prices for the stock were quoted 
in the “‘pink sheets’ published by the National Quotation 
Bureau, Inc. and otherwise; and secret arrangements were 
made to trade Belmont stock and quote it in the pink sheets 
in return for protection against loss, and to engage in trans- 
actions in the stock at the direction of others. 


2. During the period from about December 1969 to Feb- 
ruary 1971 Lincoln and Lincoln Securities, willfully aided 
and abetted by Camhi, willfully violated: 


(a) Section 7(c) of the Exchange Act and Regulation T 
prescribed thereunder by the Board of Governors of the 
Federal Reserve System in that credit was improperly ex- 
tended, maintained and arranged to or for customers; 


(b) Section 15(c)(3) of the Exchange Act and Rule 15c- 
3-1 thereunder in connection with purchases and sales of 
securities when their aggregate indebtedness to all other 
persons exceeded 2,000% of their net capital and they 
neither had nor maintained net capital Of not less than 
$5,000; and 


(c) Section 15(b) of the Exchange Act and Rule 15b3-1 
thereunder in that the firms failed to amend promptly 
their applications for broker-dealer registration to reflect 
that an associated and controlled person had been perma- 
nently enjoined from further violations of the securities 
laws. 


3. Lincoln and Lincoln Securities, willfully aided and 
abetted by Camhi, willfully violated Section 17(a) of the 
Exchange Act and Rule 17a-5 thereunder by failing to 
file required reports of their financial condition for the 
years 1970 and 1971. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the broker-dealer regis- 
trations of Lincoln Securities and Abe Camhi d/b/a Lin- 
coln Securities, be, and they hereby are, revoked; and it is 
further 


ORDERED that Abe Camhi be, and he hereby is, suspend- 
ed from association with any broker, dealer, investment 
company or investment adviser for one year and there- 
after barred from such associations in a supervisory or pro- 
prietary capacity. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Lincoln is the successor to Lincoln Investors Service. 
While it appears that Lincoln ceased operations when Lin- 
coln Securities began operating, a withdrawal application 
was never filed. 
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2/ These findings are not binding upon any other respond- 
ents in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11158/December 31, 1974 


FINANCIAL RESPONSIBILITY REQUIREMENTS FOR 
BROKER-DEALERS WITH RESPECT TO TRANSAC- 
TIONS IN GOLD — RULE 15c3-5 

(File No. S7-545) 


The restrictions on the ownership of gold by United States 
citizens which have existed for over 40 years ended on 
December 31, 1974. It now appears that a number of 
broker-dealers may participate in marketing arrangements 
for gold and that such broker-dealers do not anticipate that 
all such arrangements will be registered under the Securities 
Act of 1933. 1/ In view of the uncertainty as to the market 
for gold which wif¥evolve and the risks inherent in its pur- 
chase, the Commission today announced a proposal to 
adopt Rule 15c3-5 in order to assure that broker-dealers 
who effect transactions for the accounts of customers will 
not undertake imprudent financial risks when settling such 
transactions. In addition, proposed Rule 15c3-5 will estab- 
lish certain minimum standards for broker-dealers with re- 
spect to the custody and safekeeping of gold held for cus- 
tomers. The Rule would not apply to futures contracts (as 
defined) or shares of stock. 


The Commission is concerned that, in the absence of appro- 


priate financial responsibility requirements, broker-dealer 
transactions in gold for the account of investors could im- 
pair the financial integrity or capital position of the broker- 
dealer. The Commission’s concern is based, in part, on the 
substantial volatility of the price of gold. 


Rule 15c3-5 has two basic focal points, namely, financial 
responsibility of the broker-dealer effecting transactions 
in gold and standards with regard to the custody and han- 
dling of gold held for customers. With respect to financial 
responsibility, no broker would be permitted to effect a 
transaction in gold for a customer or another broker-deal- 
er unless the purchaser has equity (as defined) in his ac- 
count equal to 25 percent of the purchase price of the gold 
at or prior to effecting the purchase. By precluding a brok- 
er-dealer from imprudent exposure during the period be- 
tween effecting a purchase for a customer and settling for 
the purchase price with the customer, the Rule would 
seek to reduce the risk that a broker-dealer may fail if 
purchasing customers do not compiete their obligations 

to the broker-dealer. The broker-dealer would also be pre- 
cluded from effecting a sale of gold for a customer unless 
the broker-dealer has in his possession the gold sold or be- 
lieves, on reasonable grounds, that the customer owns the 
gold or can make delivery thereof in good deliverable 
form. 


With respect to the custody and handling provisions of the 


Rule, the broker-dealer would be required promptly to 
obtain and thereafter to maintain possession or control of 
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fully paid gold carried for the account of any person. The 
broker-dealer would be required to take prompt steps to 
resolve any deficiency which may arise if the required gold 
is not in his possession or control. The Commission requests 
specific comments as to the appropriate time frames within 
which a broker-dealer should act to satisfy the Rule’s pos- 
session or control requirements. 


The Rule would apply to transactions effected in gold by 
a broker-dealer for any person including customers, other 
broker-dealers, officers, general and limited partners, and 
directors, among others, and to all transactions in bullion, 
coins, or any participations or interests therein, other than 
futures contracts or shares of stock. 


The Rule would establish certain criteria with regard to the 
possession and control of gold by broker-dealers. Possession 
would be deemed to exist if the gold is held in the broker- 
dealer’s custody or in a vault controlled by the broker-deal- 
er, wherein the gold is physically set aside or allocated (in- 
cluding allocation by book entry) to the owners thereof, 

is held free of any lien or charge and is fully covered by 
appropriate insurance. Control would be deemed to exist 

if the broker-dealer holds warehouse receipts or other 

title documents issued by another registered broker-deal- 
er, abank (as defined in the Act), a clearing facility, or 
other subsidiary of a securities exchange, or the NASD, or 
a warehouse licensed by a recognized commodity exchange, 
provided that the title documents cover gold that is free of 
any claims or liens, except for minimum charges for ware- 
housing or storage, and is protected by appropriate insur- 
ance. Also, the Rule would provide that appropriate self- 
regulatory organizations could designate as authorized 
custodians other entities (such as foreign banks and 
brokers) which have safeguards consistent with the Rule’s 
objectives. 


The books and records of a broker-dealer should clearly 
distinguish between gold hetd for customers and other per- 
sons and the gold owned by the broker-dealer. Gold held 

in safekeeping and trust for customers and others should be 
physically set aside or allocated to them; this may be ac- 
complished by book entry by the broker-dealer or by any 
custodian utilized by him. 


Broker-dealers are reminded that certain other provisions 
of rules under the Securities Exchange Act of 1934 are ap- 
plicable to transactions effected in gold. For example, 
under the net capital rule, Rule 15c3-1, (i) deficits in cus- 
tomers’ accounts, or other accounts doubtful of collection, 
would be deducted in computing net capital, (ii) a 30 per 
cent deduction would be applicable to proprietary gold 
positions, and (iii) certain transactions might come within 
the definition of ‘‘contractual commitments’ and conse- 
quently would give rise to a deduction. Also, liabilities in- 
curred in connection with transactions in gold, unless 
specifically excluded by the definition, would be included 
in aggregate indebtedness. Similar provisions exist in the 
net capital rules of the various securities exchanges for 
broker-dealers who are members and consequently are 
exempt from the Commission’s net capital rule. 


Broker-dealers should also note that Rules 17a-3 and 4 
would be applicable and appropriate records would be 
required to be maintained currently and preserved. 
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Broker-dealers are reminded that gold transactions are not 
to be effected in securities accounts and a separate special 
account is required to effect such transactions. 2/ 


STATUTORY BASIS 


Pursuant to the provisions of the Securities Exchange Act 
of 1934, and particularly Sections 15(c)(3), 17(a) and 23 
(a) thereof, and finding such action necessary and appropri- 
ate in the public interest and for the protection of investors 
and also necessary for the execution of the functions vest- 
ed in the Commission by the Act, the securities and Ex- 
change Commission proposes to adopt Rule 15c3-5. 


Text of Rule 15c3-5 


(a)(i) No broker-dealer shall execute an order for the pur- 
chase of gold for the account of any customer or another 
broker-dealer if the account does not contain equity at, or 
before, the time the order is executed of not less than 25 
percent of the current quoted market price of the gold 
purchased as of the close of business on the day immedi- 
ately preceding the day on which the order is executed. 


(ii) A broker-dealer shall liquidate any account covered 
by (a)(i) above to the extent that payment in full for gold 
purchased in the account has not been made by the close 
of business on the second business day following the day 
on which the order is executed. 


(b) No broker-dealer shall execute any order for the sale 
of gold for the account of any customer unless (i) the cus- 
tomer is long a like quantity of gold in an account carried 
by the broker-dealer or (ii) the broker-dealer has reason- 
able grounds to believe, and does believe, that the cus- 
tomer is in fact the owner of a like quantity of gold and 
will be able to deliver the gold to the broker-dealer prompt- 
ly in good deliverable form. 


(c) A broker-dealer shall obtain promptly, and thereafter 
maintain, possession or control of all fully paid gold car- 
ried by the broker-dealer for the account of any custom- 
er. 


(d) Certain Definitions 


(1) The term “gold” shall mean gold bullion and gold coins 
and any interest in gold bullion or gold coins except fu- 
tures contracts or shares of stock. 


(2) The term “customer” shall mean a customer, as de- 
fined in Rule 15c3-3(a)(1) under the Act, and any general 
or limited partner, subordinated lender, officer or director 
of the broker-dealer. 


(3) The term “fully paid gold” shall mean gold carried for 
the account of any customer if fully paid for; provided the 
term fully paid gold shall not apply to gold for which a 
customer has not made full payment. 


(4) Gold shall be “carried for the account of a customer” 
if: (i) received by or on behalf of a broker-dealer for the 


account of a customer, and shall include a custody or omni- 
bus account carried for or on behalf of the customers of a 
broker-dealer; or (ii) sold to, or bought for, a customer by 
a broker-dealer. 


(5) The term “designated examining authority” shall mean 
the examining authority of a broker-dealer designated pur- 
suant to subsection 9(c) of the Securities Investor Protec- 
tion Act of 1970. 


(6) The term “equity” with respect to an account shal! 
mean the total of the following items in the accounts: the 
sum of cash, the current quoted market price of gold and 
interests in gold, and the current quoted market price of 
property and interests in property in the account, less any 
indebtedness thereon. 


(7) The term “futures contract” shall mean a standardized 
contract for future delivery traded on a contract market 
designated pursuant to the Commodity Exchange Act, as 
amended. 


(e) Maintaining Possession or Control of Gold 


(1) Possession of gold shall be deemed to exist if the gold 
is held for customers in the custody of a broker-dealer free 
of any charge, lien or claim of any kind in favor of any 
party, is protected against insurable risks to the extent of 
its current quoted market price by insurance in favor of the 
broker-dealer or its customers, and is physically set aside 
for or allocated to (which may be done by book entry) 
individual customers of the broker-dealer. 


(2) Control of gold shall be deemed to exist if a broker- 
dealer holds eligible warehouse receipts or other title docu- 
ments covering gold which warehouse receipts or other title 
documents are physically set aside or allocated to (which 
may be done by a book entry by the broker-dealer) indi- 
vidual customers, free of any charge, lien or claim of any 
kind in favor of any party, except for nominal charges for 
warehousing or storage which shall be released as prompt- 
ly as practicable but in no event less often than every 30 
calendar days. Eligible warehouse receipts or other title 
documents mean warehouse receipts or other title docu- 
ments covering gold issued by an authorized custodian; 
provided, the gold is protected against insurable risks, to 
the extent of its current market price, by insurance for the 
benefit of the broker-dealer’s customers, (ii) the gold is set 
aside physically or allocated to (which may be done by book 
entry on the books of the custodian) the broker-dealer’s 
customers free of any charge, lien or claim of any kind in 
favor of any party, except for nominal charges for ware- 
housing or storage which shall be released as promptly as 
practicable but in no event less often than every 30 calen- 
dar days, (iii), at least semiannually, the procedures for 
safeguarding gold and internal accounting control are re- 
viewed, and gold deposits of the custodian are verified, by 
independent accountants or by appropriate Federal bank 
regulatory authorities and (iv) the custodian agrees to make, 
and does make, the results of the examination of the cus- 
todian by independent accountants or appropriate regula- 
tory authorities available, upon request, to the broker- 
dealer, the broker-dealer’s designated examining authority 
and the Commission. An authorized custodian means a 
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registered broker-dealer, a bank (as defined in Section 3(a) 
(6) of the Act), a clearing facility or other subsidiary organ- 
ization of a registered national securities exchange or regis- 
tered national securities association, a warehouse licensed 
by a contract market designated pursuant to the Commodi- 
ty Exchange Act, as anended, or any other person approved 
by the designated examining authority for the broker-deal- 
er on its own motion, or upon application, as a satisfactory 
control location for gold. Each designated examining auth- 


ority shall make and preserve and furnish to the Commission, 
at ieast concurrently with the effectiveness thereof, a record, 


including a summary of the justification therefor, of any 
approval of a custodian for gold and shall publish a list 
of all approved custodians. 


(f) Each business day, a broker-dealer shall determine from 
his books or records, as of the close of the preceding busi- 
ness day, the quantity of fully paid gold in his possession 
or control and the quantity of fully paid gold required to be 
in possession or control. If the broker-dealer’s books or re- 
cords indicate that, as of the close of business on the pre- 
ceding business day, the broker-dealer has not obtained 
Possession or control of all fully paid gold, the broker- 
dealer shall take prompt steps to resolve any deficiency 

in the amount of fully paid gold required to be in the brok- 
er-dealer’s possession or control. 


* * * * * 


In view of the lifting, on December 31, 1974, of the prohibi- 
tions on United States citizens owning or trading gold and 
the related uncertainties which it now appears will exist as 
marketing arrangements are initiated, the Commission has 
determined to provide a short comment period in order to 
avoid delay. Accordingly, all interested persons may submit 
comments to the Secretary, George A. Fitzsimmons, Securi- 
ties and Exchange Commission, Washington, D. C. 20549, 
not later than January 15, 1975, and should refer to File 
No. S7-545. All comments received will be duly considered 
by the Commission and will be available for public inspec- 
tion at the public reference room of the Commission, Wash- 
ington, D. C. 


In view of the current uncertainties as to marketing arrange- 
ments and the possibility that undesirable practices may 
develop rapidly, the Commission wishes to call the atten- 
tion of interested persons to the possibility that the Com- 
mission may find good cause, following receipt and review 
of comments, to adopt proposed Rule 15c3-5 or a revised 
version thereof effective on adoption (rather than 30 days 
after publication) or may find good cause to take other rule 
making action on an expedited basis. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ See Securities Act Release No. 5552/December 26, 1974. 


2/ Regulation T of the Board of Governors of the Federal 
Reserve System, 12 CFR 220.4(e). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11159/December 31, 1974 


NOTICE OF EXTENSION OF COMMENT PERIOD ON | by 


REVISED PROPOSAL OF RULE 15c3-1 AND PRO- 
POSAL TO ADOPT AN ALTERNATIVE NET CAPITAL 
CONCEPT 


The Securities and Exchange Commission today announced 
an extension until January 31, 1975 of the comment period 
on the revised proposal of Rule 15c3-1, the net capital rule, 
and the proposal to adopt an alternative net capital concept 
as proposed in Securities Exchange Act Release No. 11094. 
The Commission has received several requests from self- 
regulatory organizations and others for an extension of 

time in which to comment on the proposed rule in order 
that such organizations may complete analysis of the impact 
of both the revised proposal of Rule 15c3-1 and the proposal 
to adopt an alternative net capital concept. 


Comments should be addressed to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, N. W., Washington, D. C. 20549. All such 
communications should bear the File No. S$7-533 and will 
be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11160/January 2, 1975 


Admin. Proc. File No. 3-4346 
In the Matter of 
JOHN CALO 


130 Ramapo Avenue 
Pompton Lakes, New Jersey 


ORDER DISMISSING PROCEEDINGS 


Because of respondent's death, 1T 1S ORDERED that these 
proceedings be, and they hereby are, dismissed with respect 
to John Calo. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11161/January 2, 1975 
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The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against 
Trio Securities Inc., and Howard G. Michaelson, its Presi- 
dent. 


The proceedings are based on allegations by the staff that 
Trio Securities, Inc. violated and Howard G. Michaelson 
aided and abetted violations of the antifraud, net capital, 
hypothecation, and books and records provisions of the 
securities laws. Further, the order alleges the existence of 
a permanent injunction enjoining Trio and Michaelson, 
from further violating the aforesaid provisions; and the 
appointment of a trustee to liquidate Trio pursuant to the 
Securities Investor Protection Act of 1970. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's charges, and afford the respondents 
an opportunity to offer any evidence thereto for the pur- 
pose of determining whether the allegations are true, and 
if so, whether any action of a remedial nature is necessary 
or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11162/January 2, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 21/January 2, 1975 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 and the Securities Investor Protection Act of 1970 
involving London Securities Ltd. (“Registrant”), a New 
York broker-dealer, and Joseph C. Caggiano (“Caggiano”), 
president, treasurer, director, and a stockholder of Regis- 
trant. 


These proceedings are based upon allegations by the Com- 
mission’s staff that Registrant wilfully violated, and Cag- 
giano wilfully aided and abetted violations of, the Net Cap- 
ital Rule, Bookkeeping Rules, Supplemental Reporting Re- 
quirements, Broker-Dealer Registration Requirements, and 
the Margin Requirements under the Securities Exchange 
Act of 1934, and Regulation T thereunder, as promulgated 
by the Board of Governors of the Federal Reserve System. 
On February 13, 1974, upon the consent of defendants 
Registrant and Caggiano, its president, an injunction was 
issued against Registrant and Caggiano by the United States 
District Court for the Southern District of New York, en- 
joining them from further violations of the above rules. On 
April 22, 1974 the Court appointed a trustee for Regis- 
trant pursuant to the Securities Investor Protection Act of 
1970. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto, and for 
the purpose of determining whether the allegations are true 
and, if so,whether any action of a remedial nature should 
be ordered by the Commission. 


See Litigation Release Nos. 6200 and 6274. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11163/January 3, 1975 


Admin. Proc. File No. 3-4159 


In the Matter of 


G. M. STANLEY & CO., INC. 
55 Liberty Street 

New York, New York 
(8-14612) 


FINDINGS AND ORDER REVOKING REGISTRATION 


In these remedial proceedings under the Securities Exchange 
Act, G. M. Stanley & Co., Inc. (“‘registrant’’), a registered 
broker-dealer, has not answered the order for proceedings, 1/ 
On the basis of the allegations in that order it is found 

that: 2/ 


1. During the period from about December 31, 1971 to Feb- 
ruary 6, 1973, registrant willfully violated Section 15(c)(3) 
of the Exchange Act and Rule 15c3-1 thereunder in connec- 
tion with purchases and sales of securities when its aggregate 
indebtedness to all persons exceeded 2,000 per centum of its 
net capital and it neither had nor maintained minimum net 
capital of not less than $5,000. 


2. During the period from about December 31, 1971 to 
July 17, 1972, registrant willfully violated Section 17(a) of 
the Exchange Act and Rules 17a-3, 17a-4, 17a-5 and 17a-11 
thereunder in that it failed to make accurately, keep cur- 
rent, and preserve certain books and records; failed timely 
to file a 1971 financial report, and to file other required fi- 
nancial reports and a report about the steps being taken to 
correct its recordkeeping situation; and failed to give tele- 
graphic notice of its net capital and bookkeeping deficien- 
cies. 


3. Registrant was preliminarily enjoined by consent from 
violating Sections 15(c)(3) and 17(a) of the Exchange Act 
and Rules 15c3-1, 17a-3, 17a-4 and 17a-5 thereunder 3/ 
and pursuant to the Securities Investor Protection Act a 
trustee has been appointed for registrant. 


In view of the foregoing, it is in the public interest to re- 
voke registrant’s broker-dealer registration. 


Accordingly, IT iS ORDERED that the registration as a 
broker and dealer of G. M. Stanley & Co., Inc. be, and it 
hereby is, revoked. 
For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
1/ Rule 7(e) of the Commission's Rules of Practice pro- 


vides that the allegations in the order for proceedings may 
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be deemed true as to a defaulting respondent. 


2/ The findings herein relate solely to registrant and are not 
binding on any other respondent in these proceedings. 


3/ Registrant was later permanently enjoined by consent 
from violating these provisions. SEC v. G. M. Stanley & Co., 
Inc., et al. 72 Civil 3017 (E.W.), (U.S.D.C. S.D.N.Y.). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11164/January 3, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Sections 15(c)(5) and 19(a)(4) of the Securities Ex- 
change Act of 1934 the temporary suspension of exchange 
and over-the-counter trading in the securities of American 
Agronomics Corp., a Florida corporation located in Miami, 
Florida for a ten-day period commencing at 9:30 a.m. 
(EST) January 3, 1975 and terminating at midnight 

(EST) January 12, 1975. 


The suspension was initiated because of questions which 
have arisen recently concerning the market activity in the 
securities of American Agronomics Corp. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, 

at the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with 

all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by 

Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 

all of its provisions have been met. If any broker or deal- 

er enters any quotation which is in violation of said rule, 
the Commission will consideys the need for prompt en- 
forcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
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Release No. 18735/December 26, 1974 
In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5444) 


SUPPLEMENTAL ORDER APPROVING EXTENSION OF 
TIME TO COMPLETE AUTHORIZED POLLUTION CON- 
TROL FINANCING 


Delmarva Power & Light Company (“Delmarva”), a regis- 
tered holding company, has filed with the Commission a 
post-effective amendment to its application-declaration 
filed in this proceeding pursuant to Sections 6(a), 7, 9(a) 
(1), 10 and 12(d) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rules 44(b)(3) and 50 promul- 
gated thereunder regarding the following proposed trans- 
actions. 


By order dated January 30, 1974 (Holding Company Act 
Release No. 18270), the Commission authorized Delmarva, 
among other things, to enter into an agreement with the 
York County Industrial Development Authority (““Auth- 
ority’’), an instrumentality of the Commonwealth of 
Pennsylvania, under which the Authority would under- 
take the financing of certain pollution control facilities 
(‘‘Facilities’’) of two nuclear electric generating units 
(“Units’’) being constructed at the Peach Bottom Atomic 
Power Station in York County, Pennsylvania. Delmarva 
holds, as a tenant in common with three other non-affiliated 
electric utilities, an undivided 7.51% interest in the Units. 


The Authority, upon the request of each tenant company, 
will finance the Facilities through the sale, separately in 
respect of the portion of the Facilities’ costs attributable 

to such company, of the Authority's Pollution Control 
Revenue Bonds (““Bonds”’) in one or more series, at the 
time, in the amounts, at the interest rates and for prices 
approved by that company. The maximum aggregate princi- 
pal amount of Bonds proposed to be issued in respect of 
Delmarva is $11,000,000, which were to be issued not 

later than December 31, 1974. 


Delmarva now requests that the time within which such 
Bonds may be issued be extended from December 31, 1974 
to June 30, 1975. It is stated that the additional time is 
necessary since the Internal Revenue Service has not yet 
acted upon the application of the Authority and the com- 
panies that the interest on the Bonds be declared exempt 
from Federal income taxation. In all other respects the 
transactions heretofore authorized and described in the 
above-mentioned Commission order remain unchanged. 


No State or Federal commission, other than the Public 
Service Commission of the State of Delaware and this Com- 
mission, has jurisdiction over the proposed transactions. 


IT IS ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said amended appli- 
cation-declaration, as further amended by said post-effec- 
tive amendment, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
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the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and hereby 
is, reserved with respect to (i) the installment-payment obli- 
gation to be undertaken by Delmarva pursuant to the pro- 
posed Agreement between Delmarva and the Authority, and 
(ii) the interest rate to be borne by Delmarva’s Notes issued 
as security for the Bonds, insofar as the foregoing matters 

are affected by the effective interest rate or rates of the 
Bonds to be sold by the Authority in connection with the 
transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18736/December 27, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 
(70-5503) 


ORDER RELEASING JURISDICTION 


Appalachian Power Company (“Appalachian”), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed a pust- 
effective amendment to its application-declaration previous- 
ly filed in this matter with this Commission pursuant to Sec- 
tions 9(a), 10 and 12(d) of the Public Utility Holding Com- 
pany Act of 1935 (“‘Act’’) and Rule 44(b)(3) promulgated 
thereunder regarding the following proposed transactions. 


By order dated December 10, 1974 (Holding Company 

Act Release No. 18703), Appalachian was authorized to en- 
ter into an agreement of sale (““Agreement”) with the In- 
dustrial Development Authority of Russell County, Vir- 
ginia (“Authority”) to construct and equip certain high 
efficiency electrostatic precipitators (the “Project”’) for 
particulate emission control and related facilities (‘‘facili- 
ties”) at its Glen Lynn and Clinch River Plants. Jurisdic- 
tion was reserved “‘with respect to the payment of the pur- 
chase price of the facilities by installment payments insofar 
as such payments are effected by the effective interest rate 
or rates of the Bonds to be issued and sold by the Author- 


FS ” 


ity’. 


To finance the project, the Agreement contemplated that 
the Authority would issue pollution control revenue bonds 
(“Revenue Bonds”) in principal amount not to exceed 
$45,000,000. By post-effective amendment filed in this 
proceeding, it is stated that $24,000,000 in principal 
amount of the Revenue Bonds are to be initially issued. 


The Authority has determined to issue and sell pursuant to 
arrangements with a group of underwriters represented by 
Blyth Eastman Dillon & Co., Incorporated and Wheat, First 
Securities, Inc., Revenue Bonds maturing on the dates, 
bearing interest at the rates, and in the respective principal 
amounts as follows: 


Amount Interest Rate Maturity 
$10,500,000 8% December 1, 1979 
$ 1,000,000 8-3/4% December 1, 1989 
$ 1,000,000 9-1/8% December 1, 1994 
$11,500,000 9-3/8% December 1, 2000 


The Revenue Bonds maturing in 1994 and 2000 are subject 
to a mandatory redemption in satisfaction of sinking fund 
provisions which, together with the Revenue Bonds matur- 
ing in 1979 and 1989 will cause at least 25% in principal 
amount of the Revenue Bonds to be retired prior to ma- 
turity. 


Appalachian will convey an undivided interest in that portion 
of the facilities to the extent that they have already been 
constructed and are now in place at the respective plant 

sites, equal to the proportion $23,328,000 bears to the cost 
of construction incurred by Appalachian to the date of such 
acquisition. The Agreement will also provide for the sale of 
this undivided interest of the Project to Appalachian pay- 
able in semi-annual installments by Appalachian. 


The Agreement provides that in order to provide additional 
funds for the payment of the cost of construction, the Auth- 
ority will, upon the request of Appalachian, use its best 
efforts to sell, issue, and deliver additional Revenue Bonds. 


The proposed transaction has been authorized by the State 
Corporation Commission of Virginia and no other state 
commission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and rules promul- 
gated thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
application-declaration, as amended by said post-effective 
amendment, be granted and permitted to become effective, 
subject to the reservation of jurisdiction ordered below: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by said post-effective amendment, 
be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, and sub- 
ject further to the reservation of jurisdiction ordered below: 


IT IS FURTHER ORDERED that jurisdiction be, and it 


‘hereby is, reserved with respect to issue and sale of addition- 


al revenue bonds under the agreement. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18737/December 31, 1974 


In the Matter of 


OHIO VALLEY ELECTRIC CORPORATION 
Piketon, Ohio 45661 
(70-5589) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO A BANK 


Ohio Valley Electric Corporation (‘“OVEC”’), a public util- 
ity subsidiary company of Allegheny Power System, Inc. 
(“Allegheny”), American Electric Power Company Inc. 
(“AEP”), and Ohio Edison Company (“Ohio Edison”), 
registered holding companies, has filed an application and 
an amendment thereto with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (“Act’’) and Rule 50(a)(2) promulgated there- 
under regarding the following proposed transaction. 


OVEC requests authority to issue, in addition to the 
$10,000,000 demand notes (payable 90 days after demand) 
currently outstanding which were authorized by the Com- 
mission in File No. 70-3368, short-term indebtedness to 
First National City Bank in an aggregate amount not to ex- 
ceed $6,000,000 at any one time outstanding. 


Each note will mature not more than 270 days after the date 
of issuance thereof and will bear interest at the prime com- 
mercial loan rate of First National City Bank in effect from 
time to time, and will be prepayable by OVEC at any time 
without premium or penalty. Bank balances sufficient in the 
judgment of OVEC to meet operating and financial needs are 
kept at First National City Bank from which OVEC pro- 
poses to borrow to satisfy any compensating bank require- 
ments of such bank in connection with the borrowings. If, 
however, such bank balances were maintained solely in 
order to fulfill compensating balance requirements of such 
bank, which currently ranges between 15% to 20%, the 
effective interest cost to OVEC of the notes which it pro- 
poses to issue to such bank, based on a prime commercial 
loan rate of 10%%, would range between 12.1% and 12.8% 
per annum. 


Since OVEC believes that any notes which it issues pursuant 
to the above program will be self-liquidating from time to 
time through the application by OVEC of payments received 
pursuant to the power contracts with AEC and the Sponsor- 
ing Companies, OVEC does not propose to retire any such 
notes with the proceeds of any permanent financing. 


The fees and expenses to be incurred by OVEC in connec- 
tion with the proposed transaction are estimated at $5,000, 
including legal fees of $3,000. No state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 
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Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18688), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 

said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18738/December 31, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


SAXTON NUCLEAR EXPERIMENTAL CORPORATION 
Berks County, Pennsylvania 19605 
(70-3816) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
CAPITAL CONTRIBUTIONS BY SUBSIDIARY UTILITY 
COMPANIES TO A NON-UTILiTY SUBSIDIARY COM- 
PANY AND EXTENSION OF TIME TO MAKE SUCH 
CONTRIBUTIONS 


Jersey Central Power & Light Company, Metropolitan 
Edison Company and Pennsylvania Electric Company 
(“utility companies”), all public utility subsidiary com- 
panies of General Public Utilities Corporation, a registered 
holding company, and the utility companies’ non-utility 
subsidiary company, Saxton Nuclear Experimental Cor- 
poration (““Saxton’’), have filed with this Commission 
post-effective amendments to their joint application-de- 
claration, as previously amended, filed in this proceed- 
ing pursuant to Sections 2(a)(3), 2(a)(19), 6(a), 7, O(a), 
10, 12(f) and 13 of the Public Utility Holding Company 
Act of 1935 (“Act’’) and Rules 7(b), 24(c)(3)(C) and 
100 regarding the following proposed transaction. 
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By Orders issued in this proceeding dated May 11, 1960 
(Holding Company Act Release No. 14427) and May 20, 
1968 (Holding Company Act Release No. 15481), utility 
companies were authorized to acquire all of the capital 
stock of Saxton and to make capital contributions to Sax- 
ton aggregating $10,000,000. 


Saxton was organized as a nonprofit stock corporation to 
construct, operate, and maintain a small experimental nu- 
clear reactor and the capital contributions were to be used 
for such purposes. 


Saxton and the utility companies have filed further post- 
effective amendments to the joint application-declaration 
proposing to increase the aggregate capital contributions by 
the utility companies to Saxton from $10,000,000 to 
$10,100,000 and to make such contributions through 
December 31, 1979. 


It is stated that Saxton’s experimental and research activ- 
ities have been terminated and its reactor facility has 

been decommissioned. It is further stated that pursuant 

to the regulations of the Atomic Energy Commission, Sax- 
ton must continue in existence long enough to dismantle 
its nuclear facility. As a result, Saxton’s corporate char- 
ter has been amended to extend Saxton’s corporate ex- 
istence in perpetuity. 


It is proposed that utility companies continue making 
contributions to Saxton through the extended period of 
its corporate life, such contributions to be used by Sax- 
ton to wind up its affairs, dispose of its properties or 
maintain them in a safe condition and obtain all neces- 
sary governmental and other releases. It is stated that in 
the absence of unusual circumstances, the cost of surveil- 
lance, insurance and maintenance for the facility through 
December 31, 1979, will be approximately $10,000 per 
year. However, utility companies seek to increase their 
total authorized capital contributions which may be made 
through that date by $100,000 in order to provide some 
margin for inflation and for unexpected occurrences. 


The order of May 11, 1960, also exempted Saxton’s 
operations and the research agreement between Saxton 
and the utility companies from the requirements of Sec- 
tion 13 of the Act and the rules thereunder. The fourth 
post-effective amendment requests a confirmation that 
such exemption from said section and applicable rules 
continues in effect. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18689), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest 
of investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be and it hereby is granted and 


permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18739/December 31, 1974 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 
(70-5584) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF NOTES BY HOLDING COMPANY AND SUBSIDIARY 
COMPANIES TO BANKS; LOANS AND OPEN ACCOUNT 
ADVANCES BY HOLDING COMPANY TO SUBSIDIARY 
COMPANIES; LOANS BETWEEN SUBSIDIARY COM- 
PANIES 


Eastern Utilities Associates (“EUA”’), a registered holding 
company, and its four electric utility subsidiary companies, 
Blackstone Valley Electric Company (“Blackstone”), 
Brockton Edison Company (“Brockton”), Fall River Elec- 
tric Light Company (“Fall River’) and Montaup Electric 
Company (“Montaup”) have filed an application-declara- 
tion with this Commission pursuant to Sections 6(a), 7, 
9(a), 10, 12(b), 12(c) and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 (“Act”’) and Rule 45(a) promul- 
gated thereunder regarding the following proposed trans- 
actions. 


During the period ending December 30, 1975, EUA, Black- 
stone, Brockton, Fall River, and Montaup propose to issue 
and sell short-term, unsecured promissory notes to banks, 
and in the cases of Blackstone, Brockton, Fall River and 


Montaup to also receive short-term loans from EUA and 


open-account advances from Brockton, in the maximum 
aggregate amount to be outstanding at any one time as 
shown below: 
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Aggregate 
Inter- Banks and 
Company From Banks company Intercompany 
EUA $70,700,000 $ _ $70,700,000 
Blackstone 3,400,000 27,250,000 30,650,000 
Brockton 7,575,000 38,650,000 46,225,000 
Fall River 5,650,000 2,300,000 7,950,000 
Montaup 54,400,000 7,700,000 62,100,000 


It is stated that $23,000,000 of the proposed maximum bor- 
rowings by EUA from banks and advances to Brockton will 
only be necessary to the extent that permanent financings 
of a similar amount each by Brockton and Montaup cannot 
be consummated simultaneously. 


The notes to banks will be dated as of the date of issu- 
ance, will mature no later than December 30, 1975, and 
will be prepayable in whole or in part without penalty. It 
is represented that some of the lending banks will require 
compensating balances and that others will not. With re- 
spect to notes for which compensating balances are required, 
the notes will bear interest at not in excess of the prime or 
base rate charged by the lending bank on the date of issu- 
ance plus % of 1% multiplied by 107%2%. Assuming a 15% 
compensating balance and a prime or base rate of 10% per 
annum, the maximum effective interest cost on such notes 
would be 12.96% per annum. Notes as to which no com- 
pensating balances are required will bear interest not in ex- 
cess of the bank’s prime or base rate plus % of 1% together 
with an assumed compensating balance requirement of 
20%. The effective interest rate applicable to such notes 
would be 12.81%, assuming a prime or base rate of 10%. 


The advances by EUA to Blackstone and Brockton will be 
subordinated to the rights of the preferred stockholders of 
Blackstone and Brockton, respectively, to receive dividends 
and liquidation payments if, and so long as, (a) preferred 
stock dividends are in arrears (or in the event of liquida- 
tion, the liquidation rights of preferred stockholders have 
not been satisfied) and (b) the sum of the advances from 
EUA, the notes payable to banks and all other securities 
representing unsecured debt, maturing in less than 10 
years, exceeds 10% of the company’s secured debt, capital 
stocks, premium, and surplus. The advances by EUA and 
the advance by Brockton to Montaup will bear interest 
payable on April 1, 1975, July 1, 1975, October 1, 1975 
and December 30, 1975, at the prime or base rate in effect 
at The First National Bank of Boston or The Chase Man- 
hattan Bank, N.A. (“Chase”) (depending on the source of 
the funds being advanced) on those respective dates. To 
the extent advances have been made hereunder from the 
proceeds of issuance by EUA of its five-year unsecured 
promissory note to Chase (Holding Company Act Release 
No. 17085), such advances shall bear interest payable at 
the rate incurred by EUA on the five-year note. Since 
Blackstone, Brockton, and Fall River are to maintain a 
15% compensating balance with Chase with regard to 
EUA’s borrowings under said note, the effective interest 
cost for the open account advances from the note pro- 
ceeds would be 12.941% per annum, assuming a prime or 
base rate of 10%. 


It is stated that the proceeds from the proposed notes and 
advances will be used to meet cash requirements for con- 
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struction, to provide funds for investment in subsidiaries 
and for compensating balances with lending banks through 
December 30, 1975, and to pay outstanding short-term 
loans. On December 31, 1974, Blackstone, Brockton, Fall 
River and Montaup expect to have outstanding short-term 
loans of $30,000,000 (including $26,600,000 advance from 
EUA to Blackstone), $14,875,000 (including $7,300,000 
advance from EUA to Brockton), $7,850,000 (including 
$2,300,000 advance from EUA to Fall River) and $39,- 
250,000 (including $6,350,000 loan from EUA), respec- 
tively. On December 31, 1974, EUA expects to have out- 
standing short-term loans of $44,800,000. 


N 


Blackstone, Brockton, Fall River or Montaup may prepay 

its notes to banks, in whole or in part, by the use of an 
advance or loan from EUA, or may repay an advance or 

loan from EUA with the proceeds of notes issued to banks. 
if the interest rate ona note issued to a bank for the purpose 
of obtaining funds to repay an advance or loan from EUA 
shall exceed the rate on the advance or loan being repaid, 
EUA shall reimburse or credit Blackstone, Brockton, Fall 
River or Montaup, as the case may be, for the added inter- 
est required fro the term of the note so issued. 


In the event of any permanent financing by any of the bor- 
rowing companies (with the exception of permanent finan- 
cing by EUA the proceeds of which are applied to the pay- 
ment or prepayment of its five-year note), the net cash pro- 
ceeds therefrom will be applied to the reduction or payment 
of its short-term note indebtedness or advances from EUA 
then outstanding, and the maximum amount of short-term 
note indebtedness and advances to be outstanding at any 
one time, as proposed herein, will within not more than two 
months thereafter be reduced by the amount of the net cash 
proceeds of such permanent financing. 


The Massachusetts Department of Public Utilities has juris- 
diction over the proposed loans from Brockton to Montaup 
and has not yet authorized those loans. No other state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. Fees 
and expenses to be incurred in connection with the proposed 
transactions are estimated at $4,455, including legal fees of 
$2,455. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18699), 
and no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said appli- 
cation-declaration, as amended, be granted and permitted to 
become effective, subject to the reservation of jurisdiction 
ordered below: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, except in so far as it relates to the pro- 
posed loans by Brockton to Montaup and $23,000,000 of 
the proposed maximum borrowings by EUA and advance 
thereof to Brockton, be granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, and sub- 
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ject further to the reservation of jurisdiction ordered below: 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed loans from Brockton 

to Montaup and over $23,000,000 of the proposed maximum 
borrowings by EUA from banks and advance thereof to 
Brockton. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18740/December 31, 1974 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 
(70-5338) 


SUPPLEMENTAL ORDER REGARDING EXTENSION OF 
TIME FOR ISSUANCE AND SALE OF NOTES TO BANKS 
AND TO DEALERS IN COMMERCIAL PAPER 


American Electric Power Company, Inc. (“AEP*’), a regis- 
tered holding company, has filed with this Commission a 
post-effective amendment to its application-declaration in 
this proceeding pursuant to Sections 6(b) and 12(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rules 45 and 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


By orders dated June 29, 1973, June 11, 1974, July 5, 1974, 
and October 1, 1974 (Holding Company Act Release Nos. 
18013, 18449, 18481, and 18588), the Commission, among 
other things, authorized the issuance and sale, from time to 
time prior to December 31, 1974, of short-term notes (in- 
cluding commercial paper) in an aggregate amount of not 
more than $150,000,000 to be outstanding at any one time. 
None of such notes would mature later than June 30, 1975. 


AEP now requests an extension from December 31, 1974, 
to June 30, 1975, during which it may issue and sell short- 
term notes and an extension of the time within which the 
notes must mature from June 30, 1975, to December 31, 
1975. 


As of October 31, 1974, American had $104,705,000 in 
commercial paper outstanding and no notes to banks out- 
standing. 


American also requests an extension from December 31, 
1974, to June 30, 1975, as the date prior to which it may 
make cash capital contributions to its public utility subsidi- 
ary, Indiana & Michigan Electric Company. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 


action. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest of 
investors and consumers that said application-declaration, as 
now amended, be granted and permitted to become effec- 
tive: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as now amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act, except that the filing of Rule 24 certificates shall be 
done on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18741/December 31, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 
(70-5351) 


ORDER AUTHORIZING PROPOSED INCREASE IN AG- 
GREGATE MAXIMUM AMOUNT OF SHORT-TERM 
INDEBTEDNESS, ADDITION OF LENDING BANKS, 
INCREASE IN BANK DEBT, AND EXCEPTION FROM 
COMPETITIVE BIDDING 


Appalachian Power Company (“Appalachian”), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed with this 
Commission an eighth post-effective amendment to the ap- 
plication previously filed in this matter pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder regard- 
ing the following proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, and August 23, 1974 (Holding Company 
Act Release Nos. 18015, 18348, 18448, 18480, and 18543), 
this Commission, among other things, authorized the issu- 
ance and sale of short-term notes and commercial paper by 
Appalach.an. Appalachian has been authorized to incur 

such short-term indebtedness in an aggregate amount not 


‘to exceed $150,000,000. 


It is now proposed that the maximum aggregate amount 
of such short-term indebtedness be increased to $175,000,- 
000. It is further proposed that two additional banks be 
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added to the list of 89 banks from which Appalachian was 
previously authorized to borrow funds and that the total 
maximum amount of borrowings from banks be increased 
from $152,423,000 to $163,423,000. 


Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences and will mature not more than 270 days after the 
date of issuance or renewal thereof. Each note will bear in- 
terest at no greater than the prime rate of commercial banks 
at the time of issuance of in effect from time to time and 
will be prepayable at any time without premium or penaity. 
It is stated that Appalachian will not pay any fees or charges 
to any of the banks in connection with the issuance and sale 
of such notes. Sufficient bank balances to meet operating 


and financial needs are kept at such banks to satisfy any com- 


pensating balance requirements in connection with the bor- 
rowings. If the average of such bank balances were main- 
tained solely in order to fulfill the prevailing compensating 
balance requirements of such banks, generally between 15% 
and 20%, the effective interest cost to Appalachian of the 
issuance and sale of such notes to banks would be approxi- 
mately between 12.06% and 12.8% per annum, assuming a 
prime rate of 10%%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
maturity more than 270 days after the date of issue; none 
will be prepayable prior to maturity. The commercial paper 
notes of Appalachian will be sold directly to not more than 
two dealers at a discount not in excess of the discount rate 
per annum prevailing at the time of issuance for commercial 
paper of comparable quality and maturity. No commercial 
paper notes will be issued having a maturity of more than 
90 days at an effective interest cost which exceeds the effec- 
tive interest cost at which Appalachian could borrow from 
banks. The dealers will reoffer the commercial paper notes to 
not more than 100 of their customers identified and desig- 
nated in a list (nonpublic) prepared in advance. It is ex- 
pected that Appalachian’s commercial paper notes will be 
held by each dealer’s customers to maturity, but if the cus- 
tomers wish to resell prior to maturity, the dealer, pursuant 
to a verbal repurchase agreement, will repurchase the notes 
and reoffer them to others in its group of 100 customers. 


The proceeds from the issuance and sale of the notes will 
be used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction pro- 
gram and to pay part of the cost of its future construction 
program. Such construction expenditures for the year 1974 
is estimated to total $105,000,000. The application states 
that, unless otherwise authorized by the Commission, all 

of the short-term debt of Appalachian will be retired by 
June 30, 1975, from internal cash resources, debt or equity 
financing, or cash capital contributions. 


Appalachian requests exception from the competitive bid- 
ding requirements of Rule 50 for the proposed issuance and 
sale of its commercial paper pursuant to paragraph (a) (5) 
thereof on the grounds that it is not practicable to invite 
competitive bids for commercial paper. Appalachian also 
requests authority to file certificates under Rule 24 with 
respect to the issuance and sale of commercial paper on a 
quarterly basis. 
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Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18717) and no 
hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 

in the interest of investors and consumers that said applica- 
tion, as further amended by said post-effective amendments, 
be granted: 


vi 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as fur- 
ther amended by said post-effective amendments, be granted 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 under the Act, except that the time for filing the 
certificates under Rule 24 is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18742/December 31, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY ( 
Roanoke, Virginia 24009 
(70-5351) 


SUPPLEMENTAL ORDER REGARDING EXTENSION OF 
TIME FOR ISSUANCE AND SALE OF NOTES TO BANKS 
AND TO DEALERS IN COMMERCIAL PAPER 


Appalachian Power Company (“Appalachian”), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed with this 
Commission a post-effective amendment to the application 
previously filed in this matter, pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“‘Act”’) and 
Rule 50(a)(5) promulgated thereunder regarding the follow- 
ing proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, August 23, 1974, and October 1, 1974, 
(Holding Company Act Release Nos. 18015, 18348, 18448, 
18480, 18543 and 18587), this Commission, among other 
things, authorized the issuance and sale of short-term notes 
by Appalachian to 89 banks and to dealers in commercial 
paper in an aggregate amount not to exceed $150,000,000 
outstanding at any one time. The notes were to be issued 
from time to time prior to December 31, 1974, as funds are 
required, provided that none of the notes would mature 
later than June 30, 1975. : 


Appalachian now requests an extension from December 31, 
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1974, to June 30, 1975, during which it may issue and seil 
short-term notes and an extension of the time within which 
the notes must mature from June 30, 1975, to December 31, 
1975. 


As of October 31, 1974, Appalachian had outstanding 
$29,410,000 and $87,375,000, respectively, in notes to 
banks and commercial paper. 


The Virginia State Corporation Commission has authorized 
the transaction proposed by Appalachian. No other state 
commission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application, as now 
amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the filing of Rule 24 cer- 
tificates shall be done on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18743/December 31, 1974 


in the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
(70-5332) 


SUPPLEMENTAL ORDER REGARDING EXTENSION OF 
TIME FOR ISSUANCE AND SALE OF NOTES TO BANKS 
AND TO DEALERS IN COMMERCIAL PAPER 


Indiana & Michigan Electric Company (“1&M”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed 
with this Commission a post-effective amendment to the 
application previously filed in this matter, pursuant to Sec- 
tion 6(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transaction. 


By orders dated June 29, 1973, June 7, 1974, June 11, 1974, 
July 5, 1974, and October 25, 1974, (Holding Company 
Act Release Nos. 18014, 18445, 18453, 18479 and 18629), 


() this Commission, among other things, authorized the issu- 


ance and sale of short-term notes by |1&M to 38 banks and to 
dealers in commercial paper in an aggregate amount not to 
exceed $150,000,000 outstanding at any one time. The notes 
were to be issued from time to time prior to December 31, 
1974, as funds are required, provided that none of the notes 
would mature later than June 30, 1975. 


1&M now requests an extension from December 31, 1974, 
to June 30, 1975, during which it may issue and sell short- 
term notes and an extension of the time limit within which 
the notes must mature from June 30, 1975 to December 31, 
1975. 


As of October 31, 1974, 1&&M had outstanding $22,480,000, 
$68,925,000, and $13,609,000, respectively, in notes to 
banks, commercial paper and demand notes to bank trust 
departments. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the interest 
of investors and consumers that said application, as now 
amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that the filing of Rule 24 certificates 
shall be done on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18744/December 31, 1974 


In the Matter of 
OHIO POWER COMPANY 


Canton, Ohio 44701 
(70-5350) 


SUPPLEMENTAL ORDER REGARDING EXTENSION OF 
TIME FOR ISSUANCE AND SALE OF NOTES TO BANKS 


AND TO DEALERS IN COMMERCIAL PAPER 


Ohio Power Company (‘‘Ohio”), an electric utility subsidiary 
company of American Electric Power Company, Inc., a regis- 
tered holding company, has filed with this Commission a 
post-effective amendment to its application previously filed 
in this matter pursuant to Section 6(b) of the Public Utility 
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Holding Company Act of 1935 (“Act”) and Rule 50(a) (5) 
promulgated thereunder regarding the following proposed 
transaction. 


By orders dated June 29, 1973, September 18, 1973, April 
8, 1974, June 10, 1974, July 5, 1974, and October 1, 1974, 
(Holding Company Act Release Nos. 18018, 18100, 18367, 
18444, 18482, and 18585), the Commission authorized the 
issuance and sale by Ohio of notes to 70 banks and to deal- 
ers in commercial paper in an aggregate amount not to ex- 
ceed $215,000,000 outstanding at any one time. The notes 
were to be issued from time to time prior to December 31, 
1974, as funds are required, provided that none of the notes 
would mature later than June 30, 1975. 


Ohio now requests an extension from December 31, 1974, 
to June 30, 1975, during which it may issue and sell short- 
term notes, and an extension of the time within which the 
notes must mature from June 30, 1975 to December 31, 
1975. 


As of October 31, 1974, Ohio had outstanding $26,475,- 
000, $107,592,000, and $28,342,000, respectively, to 
notes to banks, commercial paper, and demand notes to 
bank trust departments. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 

in the interest of investors and consumers that said applica- 
tion, as now amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as now 
amended, be, and it hereby is, granted forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the filing of Rule 24 cer- 
tificates shal! be done on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18745/December 31, 1974 


In the Matter of 


NORTHEAST UTILITIES 
P.O. Box 270 
Hartford, Connecticut 06101 


THE CONNECTICUT LIGHT & POWER COMPANY 
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THE HARTFORD ELECTRIC LIGHT COMPANY 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 
NORTHEAST NUCLEAR ENERGY COMPANY \\ 
(70-5260) i 


SUPPLEMENTAL ORDER AUTHORIZING CONTINUED 
TEMPORARY FINANCING THROUGH BANK BORROW- 
INGS 


Northeast Utilities (‘“Northeast’’), a registered holding com- 
pany, and The Connecticut Light and Power Company 
(“CLUP”), The Hartford Electric Light Company (‘““HELCO”) 
and Western Massachusetts Electric Company (““WMECO”), 
public-utility subsidiary companies of Northeast, and North- 
east Nuclear Energy Company (‘Energy Company”’), a sub- 
sidiary company of CL&P, HELCO and WMECO, have filed 
with this Commission a second post-effective amendment to 
an application-declaration pursuant to sections 6(a), 7, 9, 
10, 12 and 13 of the Public Utility Holding Company Act 
of 1935 (“Act’’), and Rules 42(b), 43, 45 and 50(a)(2) pro- 
mulgated thereunder as regards the proposed transaction. 


By Orders dated November 30, 1972 and September 5, 1973 
(Holding Company Act Release Nos. 17786 and 18084), the 
Commission, among other things, authorized Energy Com- 
pany (at that time The Millstone Point Company), through 
December 31, 1974, to issue, sell, repay and/or reissue to 
banks a total aggregate amount of short-term notes (‘Bank 
Notes’’) not to exceed $25,000,000 at any one time. This 
authorization was intended as temporary financing for nu- 
clear fuel until such fuel is delivered, at which point the 
Bank Notes will be repaid through the issuance of secured 
notes and a capital contribution from Northeast. 


Ii 


Energy Company presently has $7,300,000 of Bank Notes 
outstanding and proposes to issue additional Bank Notes up 
to $13,000,000 through September 30, 1975. Energy Com- 
pany has effected arrangements with the following banks 
to provide borrowings on the Bank Notes up to the maxi- 
mum amounts indicated: 


Bank Amount 

The Connecticut Bank & Trust Company, $ 4,000,000 
Hartford, Connecticut 
Hartford National Bank & Trust Company, 4,000,000 
Hartford, Connecticut 
Connecticut National Bank, 2,000,000 
Bridgeport, Connecticut 
Colonial Bank & Trust Company, 3,000,000 
Waterbury, Connecticut eee: eee ee 

Total: $13,000,000 


In all other material respects, the terms and conditions of 
the Bank Notes are unchanged. Energy Company intends 
to retire the Bank Notes at their maturity through the issu- 
ance of additional secured notes which, together with a fur- 
ther capital contribution from Northeast, will be the sub- 
ject of a separate filing with this Commission. 


No State commission and no Federal commission, other than 


A 


"0 
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this Commission, has jurisdiction over the proposed trans- 
action. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said post-effec- 
tive amendment be granted and permitted to become effec- 
tive: 


IT 1S ORDERED, pursuant to the applicable provisions of 


the Act and rules thereunder, that said post-effective amend- 


ment be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18746/December 31, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


THE OHIO VALLEY GAS COMPANY 
COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

Ashland, Kentucky 

(70-5585) 


ORDER AUTHORIZING OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY 
IN CONNECTION WITH INTRASYSTEM PREPAY- 
MENT OF PROMISSORY NOTES AND RELATED 
TRANSACTIONS 


The Columbia Gas System, Inc. (““Columbia’’), a registered 
holding company, and its wholly-owned subsidiary com- 
panies listed above, have filed an application-declaration 
with this Commission pursuant to Sections 6(a), 6(b), 9, 10 
and 12(b) of the Public Utility Holding Company Act of 
1935 (*Act’’) and Rules 42(b)(2), 45 and 50(a)(3) promul- 
gated thereunder regarding the following proposed trans- 
actions. 


It is stated that during the winter heating season Columbia’s 
distribution subsidiary companies generate substantial 
amounts of cash in excess of current requirements. During 
the same period, however, the transmission subsidiary com- 
panies generate lesser amounts of cash and have generally 
larger construction expenditures, requiring Columbia to 
advance funds to such subsidiary companies. In recent 

years, however, the Commission has authorized open account 
advances by Columbia to subsidiary companies and certain 
related transactions which are designed to alleviate this situa- 
tion. The present filing requests authorization to continue 
such transactions during the calendar year 1975. 


It is proposed that the subsidiary companies listed below 
will prepay from time to time prior to the end of 1975, 
with excess cash in aggregate amounts not to exceed the 
amounts set forth below, a portion of their outstanding in- 
stallments promissory notes (“Notes”) held by Columbia. 
However, if the merger of The Ohio Valley Gas Company 
(“Ohio Valley’’) into Columbia Gas of Ohio, Inc. (““Colum- 
bia of Ohio”) (File No. 70-5551) is consummated after the 
close of business on December 31, 1974, the amounts of 
excess funds which Columbia of Ohio as surviving corpora- 
tion may accumulate at any time during the period from 
January 1, 1975 through December 31, 1975, would be in- 
creased to $55,000,000, and the proposed aggregate pre- 
payment of outstanding Installment Promissory Notes for 
Columbia of Ohio would be increased to $55,000,000 for 
1975. The following amounts represent the estimated aggre- 
gate maximum excess funds that such companies are ex- 
pected to accumulate at any one time during the year 1975: 





Columbia Gas Transmission Corporation $150,000,000 
Columbia Gas of Pennsylvania, Inc. 20,000,000 
Columbia Gas of New York, Inc. 5,000,000 
Columbia Gas of Maryland, Inc. 2,000,000 
Columbia Gas of Kentucky, Inc. 4,000,000 
Columbia Gas of Virginia, Inc. 2,000,000 
Columbia Gas of West Virginia, Inc. 7,000,000 
Columbia Gas of Ohio, Inc. 50,000,000 
The Ohio Valley Gas Company 5,000,000 
Columbia Gulf Transmission Company 50,000,000 
Columbia Hydrocarbon Corporation 3,750,000 
The Inland Gas Company, Inc. 1,450,000 
Columbia LNG Corporation 30,000,000 
Columbia Gas Development Corporation 20,000,000 

Total: $350,200,000 





The Notes (“Indebtedness”) prepaid by the individual com- 


* panies will be those bearing the highest interest rate or rates 


outstanding at the time of each prepayment. Interest on such 
Indebtedness will cease upon prepayment and recommence 
upon reissuance. As any of such companies require funds 

for construction and other corporate purposes after prepay- 
ment, it is proposed that advances be made to them on open 
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account by Columbia, provided that at no time will the 
amount of such advances to any subsidiary exceed the 
amount of Indebtedness theretofore prepaid by it, less any 
current maturities applicable to prepaid Notes which would 
have matured subsequent to the date of prepayment. 


The open account advances to any subsidiary company will 
bear interest commencing on the date of the advance, at the 
same rate or rates as borne by the equivalent principal 
amounts of Indebtedness previously prepaid by it during 
1975, but in reverse order to that of the prepayments, i.e., 
beginning from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. It is further proposed 


that advances on open account to individual subsidiary com- 


panies will be increased or decreased from time to time in 
accordance with variations in the cash flow of the individ- 
ual subsidiary companies. The proposed advances will not 
be in excess of the Indebtedness prepaid theretofore. At 
such time as the advances to any subsidiary company equal 
the aggregate amount of the Indebtedness prepaid by it, 

or in any event not later than December 31, 1975, such 
prepaid Indebtedness will be reinstated in repayment of 
the outstanding open account advances. 


Financing of construction or gas storage programs of any 
operating subsidiary company pursuant to Commission 
authorization will not be consummated until such time 

as advances have been made in amount equal to the 
amount of Indebtedness prepaid. Any subsidiary company 
which during 1975 has borrowed on open account from 
Columbiaan amount smaller than the amount of Indebted- 
ness theretofore prepaid by it, will, on December 31, 1975, 
reinstate its Indebtedness to Columbia in an amount suffi- 
cient to discharge its open account borrowings, and the 
balance of its prepaid Indebtedness will be considered to 
have been permanently prepaid. Such permanent prepay- 
ment would be applied against Indebtedness bearing the 
highest interest rates and would be consummated only 
with respect to Indebtedness bearing interest at a rate equal 
to or in excess of the rate applicable to borrowings by sub- 
sidiary companies from Columbia as of December 31, 1975. 
In the event that a permanent prepayment by any subsidi- 
ary company would be indicated with respect to Notes 
bearing an interest rate less than the rate applicable to debt 
purchased by Columbia from subsidiary companies at De- 
cember 31, 1975, such Notes will be reissued by the sub- 
sidiary company at or before the end of 1975. 


It is stated that the proposed transactions are designed to 
achieve the following: (1) flexibility to prepay at the 
earliest possible date inventory loans with commercial 
banks and other short-term borrowings, (2) defer outside 
financing until aggregate system funds approach a mini- 
mum balance, (3) facilitate the internal financing of 
emergency requirements, and (4) allow subsidiaries, dur- 

ing any period in which they have excess cash, to tempor- 
arily prepay Notes owed Columbia, thereby decreasing their 
own net corporate interest expense. 


Authority is requested to file certificates of notification 
required under Rule 24 on a quarterly basis in respect of 
the proposed transactions. 


The Public Service Commission of West Virginia has author- 
ized the prepayment and reissuance of prepaid Notes by 
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Columbia Gas of West Virginia, Inc., that the Public Service 
Commission of New York has authorized the reissuance of 
prepaid Notes by Columbia Gas of New York, Inc.; the Pub- 
lic Service Commission of Kentucky has authorized the issu- 
ance of prepaid Notes by Columbia Gas of Kentucky, Inc.; 
and the State Corporation Commission of Virginia has auth- 
orized the issuance of prepaid Notes by Columbia Gas of 
Virginia, Inc. No other State or Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18694), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration be granted and permitted 
to become effective: 


iT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except that 
notifications required under said rule may be filed on a 
quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18747/December 31, 1974 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 
(70-5464) 


SUPPLEMENTAL ORDER REGARDING EXTENSION OF 
TIME WITHIN WHICH TO MAKE CASH CAPITAL CON- 
TRIBUTIONS TO SUBSIDIARY COMPANIES 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed with this Commission a post- 
effective amendment to its declaration previously filed in 
this matter pursuant to Section 12(b) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rule 45 promul- 
gated thereunder regarding the following proposed trans- 
action. 


By orders dated April 2, 1974 and August 8, 1974 (Holding 
Company Act Release Nos. 18358 and 18522), this Commis- 
sion authorized GPU to make cash capital contributions to 





) 








its public utility subsidiary companies in 1974 in an aggre- 
gate amount not to exceed $125,000,000 with no subsidi- 
ary receiving more than $100,000,000 of the total. 


It is now proposed that GPU be granted a four month ex- 
tension until April 30, 1975, of the authority to effect such 
transactions as granted by the previous orders. Through 
December 11, 1974, GPU has made cash capital contribu- 
tions aggregating $92,585,000, as follows: 





Jersey Central Power & Light Company $39,000,000 
Metropolitan Edison Company 53,500,000 
Pennsylvania Electric Company - 
Waterford Electric Light Company 85,000 
$92,585,000 


No fees or expenses are to be incurred in connection with 
the proposed transaction, and no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said declaration, 
as amended by said post-effective amendment, be permitted 
to become effective forthwith; and 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment be, and it hereby 
is, permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18748/December 31, 1974 


In the Matter of 


COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
Wilmington, Delaware 

(70-5547) 


ORDER AUTHORIZING TRANSFER OF LEASEHOLD 
INTEREST 


Columbia Coal Gasification Corporation (“Coal Gasification”) 
and Columbia Gas Transmission Corporation (“Transmis- 
sion”), both wholly-owned non-utility subsidiary companies 
of The Columbia Gas System, Inc. a registered holding com- 


pany, have jointly filed an application-declaration with this 
Commission pursuant to Sections 2, 9, 10 and 12 of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 43 promulgated thereunder regarding the following 
proposed transactions. 


Coal Gasification was organized in 1970 as the corporate 
vehicle for the development of synthetic pipeline quality 
gas from coal to augment the System’s natural gas sup- 
plies (Holding Company Act Release No. 16968, January 
18, 1971). It was stated that Coal Gasification would seek 
to acquire or develop the essential coal reserves to support 
major coal gasification facilities. 


Since 1916, the System has held 300,000 acres of lands in 
West Virginia, on which extensive gas exploration, develop- 
ment and production has been conducted over the years. 
This acreage, in which the System also owns the coal rights, 
was leased on March 12, 1971, by a predecessor (by mer- 
ger) of Transmission to Coal Gasification. The lease is for 
an initial term of 30 years, and Coal Gasification’s rights 
thereunder are limited to the exploration, development and 
extraction of minable coal beneath the acreage. The lease 
obligates Coal Gasification to pay royalties equal to the 
greater of (1) a minimum royalty of $25,000 per year for 
the first seven years and $200,000 per year thereafter, or 
(2) 9 cents per ton mined and shipped plus 1.125% of the 
amount by which the average sales price realization per ton 
exceeds $8 per net ton F.0.B. mines. 


Simultaneously with execution of the lease, Coal Gasifica- 
tion commenced an exploration and core-drilling program 
to evaluate the extent of commercially minable coal in the 
deposits underlying the lease; and in November 1971, a 
report covering the first 60,000-acre block under the lease 
was rendered by John T. Boyd Company, an independent 
firm of consultants retained for that purpose. In a separate 
application-declaration filed by Coal Gasification (File No. 
70-5561), dealing with a proposed definitive coal-mining 
program pursuant to a joint arrangement with non-affiliated 
interests, it is stated that as of May 29, 1974, core-drilling 
on the 60,000 acres reported on by Boyd indicates proven 
underlying reserves of 324,177,000 tons of recoverable 
steam coal, most of it having a low average sulphur content 
of 0.85%. 


It is stated that at the time of execution of the lease, appli- 
cants-declarants regarded the transaction as noi subject to 
approval under the Act. Such approval is now sought, particu- 
larly since the lease transaction is intimately related to the 
substantial transactions proposed in File No. 70-5561. 


No approval or consent of any regulatory body other than 
this Commission is necessary in connection with the lease 
transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18659), 


- and no hearing has been requested of or ordered by the Com- 


mission. Upon the basis of the facts in the record, the Com- 
mission finds that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
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said application-declaration be granted and permitted to be- 
come effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara 
tion be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18749/December 31, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA COAL GASIFICATION CORPORATION 
Wilmington, Delaware 

(70-5561) 


MEMORANDUM OPINION AND ORDER AUTHORIZING 
EXCHANGE OF COAL RESERVES WITH NON-AFFILI- 
ATE AND AGREEMENT FOR DEVELOPMENT OF 
SUCH RESERVES; AND ISSUE AND SALE OF SUB- 
SIDIARY’S PROMISSORY NOTES AND COMMON 
STOCK TO PARENT COMPANY 


The Columbia Gas System, Inc. (““Columbia’’), a registered 
holding company, and Columbia Coal Gasification Corpor- 
ation (“CG”), its wholly-owned non-utility subsidiary, 
have jointly filed an application-declaration pursuant to 
Sections 6, 7, 10 and 12 of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) and Rules 43, 45 and 
50(a)(3) promulgated thereunder regarding the following 
proposed transactions. An appropriate notice of filing was 
issued (Holding Company Act Release No. 18660, Novem- 
ber 11, 1974). 


CG was organized by Columbia as the corporate vehicle 
for the development of synthetic pipeline quality gas from 
coal to augment the columbia system natural gas supplies. 
(Holding Company Act Retease No. 16968, January 18, 
1971.) it was then stated that CG would seek to acquire 
or develop coal reserves for that purpose. 


In March 1971 CG acquired, by lease, all coal rights 
underlying approximately 300,000 acres of land in West 
Virginia from Columbia Gas Transmission Company, an 
associate company. Details of that transaction are set forth 
in a companion order issued this day (Holding Company 
Act Release No. 18748). 


CG has engaged independent mining engineers and geolo- 
gists to conduct core drilling and exploration activities to 
evaluate the extent of commercially minable coal in the 
acreage. As of May 1974, approximately 60,000 acres 
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have been explored, and it appears that such acreage con- 
tains proven reserves of 324,177,000 tons of recoverable 
steam coal, of which approximately 233,000,000 tons 
have an average sulphur content of 0.85%. 


CG has entered into several agreements, subject to our 
approval, with a non-associate, The Carter Oil Company 
(“Carter’’), a subsidiary of Exxon Corporation. One of 
these agreements provides for an exchange of an undivided 
one-half interest in approximately 43,000 acres of CG’s 
West Virginia land for an undivided one-half interest in 
approximately 35,000 acres of Carter’s high-sulphur (about 
2.8%) coal lands in southern Illinois. It is estimated that the 
coal interests in the lands te be exchanged each contain 
about 200 million tons of recoverable coal. It is stated that 
the exchange agreement represents an arm’s-length trans- 
action which CG negotiated with Carter, and independent 
mining engineers and egologists, who were retained by CG, 
have reviewed the transaction and concluded that the ex- 
change was fair to CG. 


Companion and related agreements provide for the develop- 
ment of the West Virginia reserves involved in the exchange, 
pursuant to which Carter's subsidiary, Monterey Coal Com- 
pany, will design, develop and operate two deep mines, each 
with an annual capacity of 2.2 million tons of coal. It is an- 
ticipated that commercial production from one of the mines 
will commence in 1976, reaching design capacity in 1978. 
The Illinois reserves will be held in their entirety for use ex- 
clusively as feedstock for coal gasification when such use 
becomes technically and economically feasible. 


It is estimated that to develop and oerate the West Virginia 
mines will require capital funds of approximately $96,000,- 
000, which will be supplied in equal proportion by Carter 
and CG. CG will provide its share of the funds over the 
next six to seven years, as shown below: 





1974-1975 $11,000,000 
1976-1977 $23,000,000 
1978-1980 $14,000,000 

$48,000,000 





Columbia will supply these funds by purchasing CG’s long- 
term notes (‘’Notes’’) and its common stock. In the aggre- 
gate, but not necessarily in any one year, Columbia’s total 
investment will consist of 50% in Notes and 50% in common 
stock. Columbia will finance this investment from its general 
funds, including proceeds of public offerings of its own se- 
curities to finance the overall capital requirements of the 
Columbia system. 


The principal amounts of each of the Notes will be pay- 
able in 20 equal annual installments, beginning on March 
31 of the fifth year after the date of issuance. Each Note 
may be prepaid in whole or in part, without penalty, at 
any time. The interest rate on the Notes will be determined 
by actual cost of money to Columbia on its last prior sale 
of debentures or preferred stock, or both, decreased by an 
amount necessary in order that the interest rate be a mul- 
tiple of 1/10 of 1%. 


CG proposes initially to issue and sell, from time to time 
through December 31, 1975, up to $11,000,000 of its 
securities to Columbia. The balance of the required finan- 
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cing will be the subject of future applications to the Com- 
mission. CG is not a public utility company as defined in 
the Act. CG, as a non-utility company, is acquiring the 
Illinois coal reserves for coal gasification which, if feas- 
ible, will augment the gas supply of the Columbia sys- 
tem. Coal gasification and the Illinois coal reserves which 
are intended for that program are thus functionally related 
to the gas utility business of the Columbia system. As such 
the proposal meets the standards of Section 11(b)(1), and 
may therefore be approved under Section 10(c)(1) which 
makes applicable thereto the standards of Section 11. See 
Michigan Consolidated Gas Co. v. SEC, 444 F. 2d 913, 
916-917 (C.A. D.C., 1971). We also find that the require- 
ments of Section 10 are met in other respects as well. 


The agreement with respect to the Illinois reserves also 
provides that after a specified number of years Carter 

and CG may enter into an alternate mining agreement if 
CG should conclude that the coal mined therefrom is not 
feasible or necessary for the production of pipeline qual- 
ity gas. It also provides for the partition of the Illinois coal 
lands in the event no such alternative agreement is reached 
within the time prescribed. Read literally, these provisions 
would permit CG to undertake any commercial venture 
for mining and selling the coal if coal gasification should 
not be feasible or needed. 


The possibility that the Illinois coal reserves may be de- 
veloped and mined for purposes other than toward pro- 
duction of pipeline quality gas is a contingency that we 
need not consider at this time. If for any reason the Illi- 
nois coal will not be employed for the purpose now in- 
tended, we expect to be notified promptly of that de- 
cision, and we shall then reconsider the acquisition that 
we are now asked to approve. Our order approving the 
proposed transactions thus should be read and understood 
in light of these observations. 


in the case of the West Virginia coal reserves subject to the 
exchange agreement, CG also proposes to engage in the 
production and commercial sale of coal. Under the agree- 
ments with Carter, the latter’s wholly-owned subsidiary 
will develop and operate these coal properties, and CG, 
which will supply one-half of the costs and expenditures, 
will sell its entitlement from the mines to utility and in- 
dustrial users. Columbia and CG request the requisite ap- 
provals and authorizations for that purpose, including 
authorization to finance this business undertaking. 


Columbia and CG assert that the proposals relating to the 
West Virginia coal properties meet the functional test pre- 
scribed by Section 11(b)(1) for other or non-utility busi- 
nesses. They state that the Columbia system has been en- 
gaged in substantial efforts, including coal gasification, to 
develop and acquire additional gas supplies, and that the 
proposed arrangements with respect to the coal properties 
in West Virginia will provide an additional source of re- 
venues and earnings needed by the Columbia system to meet 
its vast capital requirements. They state also that to use low 
sulphur coal for gasification, when coal with a higher con- 
tent will do as well, would be economically wasteful and 
that the proposed arrangement for developing and mining 
the West Virginia coal would provide utility and industrial 
users low sulphur coal that is in high demand. They also 
suggest that if the pending proposals are not in full accord 


with past interpretations, the present “energy crisis’’ should 
permit a more flexible approach under Section 11(b)(1). 


We cannot accept so sweeping a construction of the “other 
business” clauses of Section 11(b)(1). Neither the need for 
additional revenues and earnings nor the “energy crisis” per- 
mit us, even for an urgent and public need, to trespass be- 
yond the bounds Congress prescribed in Section 11(b)(1) 

for a registered holding company (see Michigan Consolidated, 
supra.). But it is not necessary for present purposes to explore 
or define the outer limits of Section 11(b)(1) with respect to 
non-utility businesses. Our decision to permit the transac- 
tions involved in this proceeding, as we explain below, rests 
upon much narrower considerations than are presented to 
us. 


The 300,000 acres of the West Virginia properties, now under 
lease to CG, were acquired more than 60 years ago, and over 
the years the Columbia system has obtained substantial 
amounts of natural gas from these properties. The status 
under Section 11(b)(1) of the coal reserves in these proper- 
ties was not considered by us in the prior Section 11(b)(1) 
proceeding with respect to the Columbia system. In their 
unmined state, these reserves did not present to us the 

urgent problems that then required our attention (Columbia 
Gas & Electric Corp., 17 SEC, 494 (1944). Technological 
changes since the lands were acquired can open their use for 
coal gasification, but the low sulphur content of the coal, as 
judged by tests thus far made, appear to be much more attrac- 
tive to industries that require coal of that quality. 


The technology which Columbia proposes for converting coal 
into pipeline quality gas is in the experimental state. Colum- 
bia, which is participating in that research, believes that 
economical coal gasification may not be achieved before the 
early years of the next decade. It estimates that about 6 
million tons of coal per year will be needed for a plant to 
produce daily 250,000 mcf of pipeline quality gas. The Illi- 
nois coal reserves, which CG is to acquire from Carter, will 
be held for feedstock for coal gasification, and CG expects 
to realize substantial savings by using the Illinois coal for 
that purpose. If coal gasification should eventually become 
an important source for pipeline gas, Columbia’s manage- 
ment believes it is essential now to acquire expertise in the 
economics and technology of coal production. To that end 
CG plans to establish a permanent staff of engineers and 
accountants to review, on a continuing basis, all phases of the 
West Virginia mining operations subject to the operating 
agreement with the Carter subsidiary. CG will not need a 
selling organization to market its coal. CG’s share of coal 
production will be sold under long-term contracts, and ship- 
ments to the purchasers will be made by the Carter subsidi- 
ary as directed by CG. 


We conclude that under the special and unique circumstances 
we have noted we may approve and authorize the transac- 
tions proposed in this proceeding. We note too that CG’s 
share of expenditures, totaling about $48,000,000 during 
the next six or seven years, is about 2.8% of the projected 


- annual capital expenditures of the Columbia system for 


1974, and less than 1% of the system’s estimated capital 
requirements for 1974-1983. 


Considered in the factual context we have described, our de- 
cision today creates no precedent of broad or general appli- 
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cability. Nor do we imply that we would look with favor 
upon another round of like proposals. 


It appearing that the applicable standards of the Act are 
satisfied, subject to the caveats and observations we have 
noted, 


IT IS ORDERED, pursuant to the < »plicable provisions of 
the Act and rules thereunder, that said application-declara 
tion be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except that 
notifications required under said rule may be filed on a 
quarterly basis. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18750/December 31, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 
(70-5592) 


ORDER APPROVING PROPOSAL TO SELL UNDIVIDED 
INTEREST IN ELECTRIC GENERATING UNITS AND 
ENTIRE INTEREST IN TRANSMISSION FACILITIES 
ASSOCIATED THEREWITH; DENIAL OF HEARING 


Georgia Power Company (“Georgia”), an electric utility 
subsidiary of The Southern Company, a registered holding 
company, has filed a declaration, and amendments thereto, 
with this Commission pursuant to Section 12(d) of the Pub- 
lic Utility Holding Company Act of 1935 (“Act’’) and Rule 


44 thereunder regarding the following proposed transaction. 


Georgia proposes to enter into Purchase and Ownership 
Participation Agreements (“Ownership Agreements”) with 
the Oglethorpe Electric Membership Corporation (‘“Ogle- 
thorpe”’), an electric membership corporation organized 
under Georgia law, for the sale of a 30% undivided inter- 
est as tenant in common in two 807 MW nuclear genera- 
ting units known as the Edwin |. Hatch Nuclear Units 
Nos. 1 and 2 (“Hatch Units”) and in two 865 MW fossil 
generating units known as Plant Hal Wansley Units Nos. 1 
and 2 (“Wansley Units”). Oglethorpe was recently organ- 
ized for that purpose. Its membership includes rural elec- 
tric cooperatives in the State of Georgia who are whole- 
sale customers of Georgia. 


The closing date for sale of the Hatch Units has been 
scheduled for January 6, 1975; for the Wansley Units, the 
scheduled closing is set for October 1, 1975. The Owner- 
ship Agreements provide that, at each closing, Oglethorpe 
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will pay Georgia an amount equal to 30% of Georgia’s cost 
incurred in the construction of the units plus Georgia’s cost \ 
of long-term borrowing to finance such construction. The } { 
Ownership Agreements also provide that Oglethorpe will n\ 
make monthly payments in advance to Georgia in respect of 

30% of ali costs to be incurred in the completion of the units. t 


Georgia expects payment of about $219,000,000 at the Jan- 
uary 6 closing. This price is besed upon original cost, includ- 
ing an allowance for the cost of capital employed in construc- 
tion based upon Georgia‘s incremental long-term debt costs. 
The sale agreement increases, by about $7,000,000, the allow- 
ance for funds during construction which Georgia has been 
accruing in its plant account. Georgia will apply the proceeds 
to its construction program or to the payment of short-term 
indebtedness incurred for such purpose. 


Georgia also proposes to enter into operating agreements 
(“operating Agreements”) with Oglethorpe providing for the 
sole operation and management of the units by Georgia and 
for payment by Oglethorpe and Georgia, respectively, of 30% 
and 70% of all costs incurred in operating and maintaining the 
units. The Operating Agreements also provide for Oglethorpe 
to pay Georgia an amount equal to 10% of Oglethorpe’s por- 
tion of such operation and maintenance costs (other than fuel 
costs) as compensation for Georgia’s services, and for Geor- 
gia to purchase from Oglethorpe declining fractions (beginning 
with 2/3) of Oglethorpe’s capacity and energy from each unit 
during the first seven years of its commercial operation at a 
cost which is a function of Georgia’s and Oglethorpe’s carry- 
ing costs and of Georgia’s operating costs. During the first six 
months after the January 6, 1975 closing Georgia will pur- 
chase 100% of the capacity and energy owned by Ogle- 
thorpe from the Hatch Unit No. 1. The Operating Agreement | 
for each of the Wansley Units will terminate 40 years after the 
commercial operation date of the respective units, and the 
Operating Agreement for the Hatch Units will terminate 
December 27, 2012. 


‘ 


Oglethorpe’s estimated payment of $219,000,000 to Georgia 
on January 6 includes 100% of certain Hatch Unit and Wans- 
ley Unit transmission facilities at a price equal to Georgia’s 
cost of construction thereof plus costs of long-term borrow- 
ings to finance such construction. It will enter into an Inte- ‘ 
grated Transmission System Agreement (‘’Transmission 
Agreement’’) with Oglethorpe pursuant to which it will act 

as Oglethorpe’s agent in completing construction of such 
transmission facilities at a price equal to the cost of comple- 
tion of construction plus 15% as compensation. Georgia will 
also operate and maintain certain of the transmission facili- 
ties as Oglethorpe’s agent for a price equal to the costs asso- 
ciated therewith plus 15% as compensation. The Transmission 
Agreement also provides for Georgia and Oglethorpe to make 
proportionate investments in future jointly used or usable 
transmission facilities. The Transmission Agreement will ter- 
minate on December 31, 2008. 


On December 27, 1974, Georgia Power Project (‘‘Project’’), 
an unincorporated organization appearing on behalf of re- 
tail residential customers of Georgia, filed a motion to con- 
solidate this proceeding with File No. 70-5587 and to hold 
hearings on both. File No. 70-5587 involves a declaration 

by Georgia for authorization of a sale and leaseback of nu- 
clear fuel for the Hatch Units. As Project notes in its motion, 
the Georgia Public Service Commission’s order approving the 
transaction includes a condition as to maximum interest 
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rates, which is inconsistent with the terms of the agreement 
between the parties. Accordingly, the declaration in File No. 
70-5587 cannot be acted on at this time. Georgia has re- 
quested that further action on the nuclear fuel transaction be 
deferred. Accordingly, project’s request for a hearing on this 
transaction is deferred and its request for consolidation is 
denied. 


A substantial portion of Project’s motion is addressed to 
matters which relate to rates. Project states that the Fea- 
eral Power Commission’s exercise of its wholesale rate jur- 
isdiction has given rise to conflicts between the policy and 
procedure of the FPC and those of the Georgia Public Ser- 
vice Commission, to the detriment of Georgia’s retail cus- 
tomers. Citing Section 318 of the Federal Power Act, Pro- 
ject states that this Commission has jurisdiction over such 
conflicts; and Project requests this Commission to estab- 
lish an accounting system for ratemaking purposes to dis- 
tinguish between costs and benefits attributable to retail 
and wholesale customers. Neither the Holding Company 
Act nor Section 318 of the Federal Power Act grants juris- 
diction to this Commission over rates or over alleged con- 
flicts between local and Federal jurisdiction over rates. 


Project contends that the price at which Georgia has agreed 
to sell these facilities to Oglethorpe may be inadequate. It 
requests a hearing to determine whether pending litigation 
between the parties and Georgia's financial needs may have 
pressed Georgia to reduce the selling price. Project ignores 
that this sale to Oglethorpe is a settlement of an asserted 
right of certain of Georgia’s wholesale customers to access 
to generating facilities at cost, and the sale is at cost to a 
not-for-profit organization. 


Project challenges the portion of the price formula which 
measures the cost of capital employed in construction by 
Georgia’s incremental long-term debt rates. It urges that 
Oglethorpe should be required to pay some additional 
amount, because Project contends that wholesale custom: 
ers should bear a greater responsibility than retail custom- 
ers for higher capital costs. This is another version of Pro- 
ject’s request that this Commission review the fairness of 
Georgia’s past wholesale rates and assess a compensatory 
retroactive charge against Georgia’s wholesale customers. 
It is not an issue which this Commission should or can 
hear. 


The choice of incremental long-term debt rates as a mea- 
sure of cost of the capital employed by Georgia in con- 
structing these facilities, as opposed to the short-term 

debt rates or some composite standard, reflects an agree- 
ment between the parties. It produces, in fact, a some- 
what higher price that the allowance for funds during con- 
struction which Georgia has been accruing on its books pur- 
suant ot the system of accounts prescribed by the regula- 
tory authorities to which Georgia is subject. It is not an 
unreasonable choice and does not indicate a failure of 
arm’s-length bargaining. The matters required by Section 
12(d) of the Act and Rule 44 thereunder have been fully 
presented in the record. Project has advanced no issue as 
to which a hearing is required. 


The fees, expenses and commissions incurred or to be 
incurred in connection with the proposed transaction will 
aggregate $104,000, which includes attorney’s fees of 


$100,000. The transaction with respect to the Hatch Units 
is subject to the jurisdiction of the Atomic Energy Commis- 
sion. No State commission, and no other Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said declaration, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18685). 
Upon the basis of the facts in the record, the Commission 
finds that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 

tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. The order herein 
shall not affect the jurisdiction of any other regulatory agency 
in respect of rates or accounting for ratemaking purposes. 


IT IS FURTHER ORDERED that the request for a hearing 
in this proceeding and for the consolidation of this pro- 
ceeding with the proceeding in File No. 70-5582 be, and 
hereby are, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18751/January 2, 1975 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 

New York, New York 10017 
(70-5598) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO CHANGE OF STATE OF INCORPORATION 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South”’), a registered holding company, and 
its public-utility subsidiary, Louisiana Power & Light Com- 
pany, a Florida corporation (“Florida Corporation”), have 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6(a), 7, 9(a), 10, 12, 12(c), 
and 12(f) of the Act and Rules 42 and 43 promulgated 
thereunder as applicable to the proposed transactions. All 
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interested persons are referred to the application-declaration, 
which is summarized below, for a complete statement of the 
proposed transactions. 


The Florida Corporation is engaged in the business of gener- 
ating, transmitting, distributing, and selling electricity in var- 
ious parishes in the State of Louisiana. All of its physical 
properties are located in the State of Louisiana, and it oper- 
ates only in the State of Louisiana. The Florida Corporation 
proposes to change its state of incorporation or corporate 
domicile from Florida to Louisiana by merging into Louisiana 
Power & Light Company, a Louisiana corporation (‘‘Louisi- 
ana Corporation”), which the Florida Corporation recently 
caused to be organized and incorporated under the laws of 
the State of Louisiana for that purpose and which will be the 
surviving and continuing corporation resulting from the mer- 
ger. The Louisiana Corporation does not presently own any 
physical properties and is not presently engaged in any busi- 
ness. Upon the proposed merger becoming effective, the 
separate existence of the Florida Corporation will cease, 

and the Louisiana Corporation will succeed to all property, 
assets, franchises, and other rights of the Florida Corporation 
and will be subject to and responsible and liable for all its 
restrictions, duties, liabilities, obligations, and indebtedness 
(including that of its first mortgage bonds); and will own and 
operate the electric utility properties of the Florida Corpora- 
tion and continue without interruption the operation of its 
public-utility business. 


The charter and by-laws of the two companiesare stated to be 
the same in all material respects, except that the charter of 
the Louisiana Corporation authorizes more common stock 
than that of the Florida Corporation, namely 100,000,000 
shares as oppossed to 36,000,000 shares. The Boards of Di- 
rectors of the two companies are identical, and, with one ex- 
ception, so are the officers. The authorized capital stock of 
the Florida Corporation consists of 36,000,000 shares of 
common stock, without nominal or par value, of which 
28,317,500 shares are presently issued and outstanding, and 
1,055,000 shares of preferred stock, having a par value of 
$100 per share, of which 805,000 shares are presently issued 
and outstanding and are divided into 10 series, having various 
dividend rates. All of the outstanding common stock of the 
Florida Corporation is held by Middle South; all of its out- 
standing preferred stock is held publicly. 


The Florida Corporation also has outstanding at this time 
$466,900,000 of its first mortgage bonds, consisting of 18 
different series having various interest rates and maturity dates, 
issued under its Mortgage gnd Deed of Trust,dated as of April 

1, 1944 (“Mortgage”), with The Chase National Bank, as sup- 
plemented. 


The merger is subject to the approval of not less than a major- 
ity of the outstanding shares of stock of the Florida Corpora- 
tion entitled to vote and of not less than two-thirds (2/3) of 
the outstanding shares of stock of the Louisiana Corporation 
entitled to vote. The Louisiana Corporation understands that 
the three holders of all of its presently outstanding stock (10 
shares of $100 par value common stock), who are the three 
incorporators of the Louisiana Corporation and who are not 
affiliates or associates of the Louisiana Corporation (except 
that they presentlyand temporarily hold its outstanding stock) 
or of any company in the Middle South System, intend to 
vote unanimously in favor of the merger. All voting rights of 
the Florida Corporation are vested solely in its common 
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stock, all of the outstanding shares of which are held by 

Middle South which intends to vote in favor of the merger. 
The preferred stock of the Florida Corporation has no vot- \ 
ing rights. i ‘ 


On the effective date of the proposed merger, (a) the pre- 
sently outstanding 10 shares of $100 par value common 
stock of the Louisiana Corporation will be retired and not 
thereafter reissued; (b) each share of the common stock, 
without nominal or par value, of the Florida Corporation 

will be converted into and become one share of the common 
stock, without nominal or par value, of the Louisiana Corpor- 
ation; and (c) each share of the preferred stock, $100 par 
value, of the Florida Corporation will be converted into 

and become one share of the preferred stock, $100 par 

value, of the Louisiana Corporation of a series having the 
same designation, dividend rate, and redemption prices. As 
regards outstanding common stock and both authorized 

and outstanding preferred stock, the Louisiana Corpora- 

tion will, therefore, upon the merger becoming effective, 
have the same capital structure as the Florida Corporation 
presently has. 


Following the merger, the Louisiana Corporation proposes 

to execute with and deliver to the Trustees under the Mort- 

gage, as required and/or contemplated thereby, and to re- 

cord a further supplemental indenture to the Mortgage, 

whereby the Louisiana Corporation, as successor by mer- } 
ger to the Florida Corporation, assumes and agrees to pay 

the principal of and interest on the bonds issued under the 
Mortgage, as supplemented, in accordance with the pro- 

visions of said bonds, of the coupons appertaining thereto, 

and of the Mortgage, as supplemented, and agrees to per- 

form and fulfill all the covenants and conditions of the 
Mortgage, as supplemented, to be kept or performed by the | \ 
Florida Corporation. 


It is stated that no special and separable fees, commissions, 
or expenses are anticipated in connection with the partici- 
pation of Middle South in the proposed transactions and 
that fees, commissions, and expenses in connection with 
the participation of the Florida Corporation and the Louisi- | 
ana Corporation in the proposed transactions are estimated 
at $26,000, including legal fees of $12,500. It is further 
stated that the Louisiana Public Service Commission has 
jurisdiction with respect to certain aspects of the proposed 
merger and that no other State or Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 27, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-declar- f 
ants at the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as filed or as it may be amended, 
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may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18752/January 2, 1975 


in the Matter of 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 
(70-5586) 


ORDER APPROVING PROPOSAL TO ISSUE AND SELL 
FIRST MORTGAGE BONDS AT COMPETITIVE BID- 
DING 


The Western Massachusetts Electric Company (“WMECO”), 
an electric utility subsidiary company of Northeast Utilities, 
a registered holding company, has filed an application, and 
an amendment thereto, with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50 promulgated thereunder as ap- 
plicable to the following proposed transaction. 


WMECO proposes to issue and sell, at competitive bidding, 
up to $10 million principal amount of its First Mortgage 
Bonds, Series L (“Bonds”) maturing January 1, 1982. The 
interest rate, which shall be a multiple of 1/8 of 1%, and the 
price, which will be not less than 100% nor more than 
102.75% of the principal amount thereof, will be determin- 
ed by competitive bidding. The Bonds will be issued under 
the First Mortgage Indenture and Deed of Trust dated as 

of August 1, 1954 (“Indenture”) between WMECO and 

The First National Bank of Boston, Trustee, as supple- 
mented and amended from time to time, and as further sup- 
plemented by a supplemental indenture to be dated Jan- 
uary 1, 1975 (“Supplemental Indenture”). The Supple- 
mental Indenture provides, among other things, that Bonds 
shall not be redeemed at the applicable general redemption 
price prior to January 1, 1980, from the proceeds of bor- 
rowings secured by WMECO at an effective interest cost to 
WMECO of less than the effective interest cost of the 
Bonds. 


The amended application states that WMECO will use the 
net proceeds from the sale of Bonds, together with a capital 
contribution of $10 million which Northeast Utilities made 


in January, 1974, and the proceeds of the sale by WMECO 
in April, 1974 of $25 million of first mortgage bonds, to 
repay short-term borrowings incurred for the purpose of 
financing WMECO’s construction program (estimated to 
total $97.3 million for 1974-1975). Such short-term borrow- 
ings will aggregate an estimated $60.3 million at the time of 
the aforementioned sale. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transaction will be 
in the aggregate amount of $98,000, which includes account- 
ing fees of $20,000 and legal fees of $14,200. The orders of 
the Department of Public Utilities of the Commonwealth of 
Massachusetts and the Connecticut Public Utilities Commis- 
sion approving of the proposed transaction have been filed 
with this Commission. No other State commission, and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said application, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 18690), 
and no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as amend- 
ed, be, and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18753/January 2, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG DEVELOPMENT COMPANY, LTD. 

CNG PRODUCING COMPANY 

CONSOLIDATED NATURAL GAS SERVICE COMPANY, 
INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-5501) 
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SUPPLEMENTAL ORDER REGARDING PROPOSED 
INTRASYSTEM FINANCING 


Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and its above-named subsidi- 
ary companies have filed with this Commission a second 
post-effective amendment to the application-declaration in 
this proceeding pursuant to Sections 6(a), 7, 9(a), 10, and 
12(b) of the Public Utility Hodling Company Act of 1935 
(“Act”) and Rule 45 promulgated thereunder regarding 
the following proposed transactions. 


By orders in this proceeding dated June 20, 1974, and 
October 24, 1974 (HCAR Nos. 18466 and 18627), the 
Commission authorized Consolidated and its subsidiaries 

to engage in various security transactions in connection with 
the system's financing program for 1974. Increased finan- 
cing is now proposed as described below. 


CNG Producing Company (“Producing Company”) now pro- 


poses to issue and sell, and Consolidated proposes to ac- 
quire at the par value thereof, an additional 30,750 

shares of Producing Company’s common stock, $100 par 
value. The proceeds will be used by Producing Company 
to reimburse Consolidated for $3,075,000 of advances 
made to enable Producing Company to pay its obliga- 

tion resulting from its participation in group bids on leases 
offered by the U. S. Department of the Interior on acreage 
in the Gulf of Mexico. In order to accomodate the transac- 
tions in this proceeding and to have additional authorized 
shares available for future financing transactions, Produc- 
ing Company proposes to amend its certificate of incor- 
poration, which presently authorizes 150,000 shares of 
common stock, $100 par value, to provide for an authoriza- 
tion of 1,250,000 shares of such stock. 


Consolidated also proposes to make open account advances 
up to an aggregate of $2,000,000 to Producing Company 
from time to time until May 31, 1975, to provide funds for 
working capital through said date. Such advances will be 
repaid on or before December 31, 1975, and will bear inter- 
est at substantially the same effective rate as the related 
commercial paper or bank borrowings of Consolidated. 


CNG Development Company Ltd. (“Development Com- 
pany”) proposes to issue and sell, and Consolidated pro- 
poses to acquire at $100 par value (Canadian), such num- 
ber of shares (not exceeding 7,000) of Development Com- 
pany stock as shall, together with the 3,000 shares previous- 
ly authorized in this proceeding, equal $1,000,000 (U.S.) 
on the date of issuance. The proceeds will be used to repay 
an advance by Consolidated to Development Company of 
$1,000,000 (U.S.) to enable it to meet unanticipated obli- 
gations in its Canadian operations. 


It is also stated that because Development Company pre- 
sently has limited cash flow, it will need funds for work- 
ing capital requirements through May 31, 1975, and that, 
therefore, Consolidated proposes to make open account 
advances, without interest, from time to time through 
May 31, 1975, up to an aggregate of $2,000,000 (U.S.). 
Such advances will be repaid on or before December 31, 
1975. 


In its order of June 20, 1974, the Commission authorized 
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Consolidated System LNG Company (“LNG Company”) to 
sell 165,000 shares of its common stock, $100 par value, and 
$15,100,000 of long-term notes and Consolidated to acquire 
such shares and notes during 1974. It now appears that LNG 
Company will not require all of such financing during 1974 
but will require part of it during the early months of 1975. 
Therefore, it is now proposed that the authorization con- 
tained in said order of June 20, 1974, be extended from De- 
cember 31, 1974, to May 31, 1975. Additionally, in order to 
finance further capital expenditures of LNG Company through 
May 31, 1975, the following transactions are also proposed: 
(a) the issuance and sale of LNG Company of a maximum of 
140,000 shares of its common stock, $100 par value, and the 
purchase thereof by Consolidated and (b) open account ad- 
vances by Consolidated to LNG Company of amounts aggre- 
gating not more than $12,000,000, such open account ad- 
vances to bear interest at the prime commercial rate of inter- 
est at The Chase Manhattan Bank, N.A., in effect from time 
to time, until such time as they are converted to long-term 
debt. Such conversion will be the subject of a future filing. 
Finally, LNG Company proposes to amend its Certificate of 
Incorporation to provide for 750,000 shares of authorized 
stock to accommodate the aditional financing sought herein 
and to have additional authorized shares available for future 
transactions. 
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The Rule 24 certificates of notification with respect to the 
proposed transactions are to be filed on a quarterly basis. 

No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said post-effective amendment to 
the application-declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act (Holding Com- 
pany Act Release No. 18709), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors and 
consumers that said application-declaration, as amended by 
said post-effective amendment, be granted and permitted to 
become effective: | 


(f 


IT IS ORDERED, pursuant to the applicable provisions of 

the Act and rules thereunder, that said application-declara- 

tion, as amended by said post-effective amendment, be, and 

it hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 

Rule 24 promulgated under the Act, except that the notifica- | 
tion under said rule may be filed quarterly. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons | 
Secretary : 
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Release No. 18754/January 2, 1975 
in the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5583) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND COMMERCIAL PAPER AND EXCEP- 
TION FROM COMPETITIVE BIDDING 


Mississippi Power & Light Company (“Mississippi”), an 
electric utility subsidiary company of Middle South Utili- 
ties, a registered holding company, has filed a declaration 
with this Commission pursuant to Sections 6(a) and 7 of 
the Public Utility Holding Company Act of 1935 (““Act”’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


Mississippi proposes to issue and sell through July 1, 1976, 
short-term promissory notes to banks and commercial 
paper in an aggregate principal amount outstanding at any 
one time not in excess of 10% of the capitalization of the 
company, which is the maximum amount of unsecured bor- 
rowing permissible under the provisions of the company’s 
Restated Articles of Incorporation without a vote of out- 
standing preferred stock. Based on Mississippi's capitaliza- 
tion at September 30, 1974, the proposed notes will not 
exceed $40,000,000 outstanding at any one time. The 
notes to banks will be limited to an aggregate of $12,000,- 
000 outstanding at any one time. The commercial paper 
will be limited only to the extent that, when added to 
short-term notes to banks actually outstanding on the 

date of issuance, the total will not exceed the $40,000,000 
of proposed borrowings. Increases in this amount will be 
subject to the filing of a post-effective amendment by 

the company and a subsequent order of this Commission. 
The type of each issue will be determined by market condi- 
tions so as to achieve the lowest cost of money. 


The funds to be derived from the issuance and sale of the 
bank notes and commercial paper will be used, together 
with other funds available to the company, for construc- 
tion and for other corporate purposes. Mississippi's 1975 
construction program is estimated at $53,308,000. 


The proposed bank notes will be in the form of unsecured 
promissory notes, due not more than nine months from the 
ate of issue, bearing interest at the prime rate in effect at 
the lending bank at the date of issue or from time to time 
depending upon the requirements of the lender, and sub- 
ject to prepayment, at the company’s option, without pre- 
mium or penalty. The borrowings are to be made from the 
following banks up to the maximum amounts listed: 


Deposit Guaranty National Bank, $ 3,000,000 
Jackson, Mississippi 


First National Bank of Jackson, 3,000,000 
Jackson, Mississippi 


Manufacturers Hanover Trust Com- 6,000,000 
pany, New York, New York 


Total: 12,000,000 


Mississippi maintains daily operating balances with each of 
the banks from which borrowings are proposed to be made 

to meet the requirements of such banks in respect of their 
service to Mississippi. If balances were to be maintained solely 
for the purpose of satisfying a compensating balance require- 
ment at the currently prevailing rate of 20%, the effective in- 
terest cost of the related borrowings, based on a prime rate 

of 10%, would be 122% per annum. 


The proposed commercial paper will be in the form of un- 
secured promissory notes issued in denominations of not 

less than $50,000, maturing not in excess of 270 days, and 
sold by Mississippi directly to Merrill Lynch, Pierce, Fenner 
& Smith (“Merrill Lynch”) at the discount rate prevailing at 
the date of issuance for commercial paper of comparable 
quality and of the particular maturity sold by public-utility 
issuers to commercial paper dealers. Merrill Lynch, as prin- 
cipal, will reoffer the commercial paper to not more than 
200 institutional investors identified on a list (non-public) at 
a discount of 1/8 of 1% per annum less than the prevailing 
discount rate of the company. No commission or fee will be 
payable to Merrill Lynch in connection with the issuance and 
sale of the commercial paper. The commercial paper will not 
be prepayable prior to maturity. It is expected that Mississsip- 
pi’s commercial paper will be held by customers to maturity, 
but, if they wish to resell prior thereto, Merrill Lynch pursu- 
ant to a verbal repurchase agreement, may repurchase the 
notes and reoffer the same to others in its specified group 

of customers. 


Mississippi asserts that the issue and sale of the commercial 
paper should be excepted from the competitive bidding re- 
quirements of Rule 50 because the commercial paper will 
have a maturity not in excess of 270 days, current rates for 
commercial paper for such prime borrowers as Mississippi 
are published daily in financial publications, and it is not 
practical to invite bids for commercial paper. Mississippi also 
requests that it be allowed to file its certificate under Rule 
24 with respect to the proposed transactions on a quarterly 
basis. 


No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said decalration has been given 

in the manner prescribed in Rule 23 promulgated under 

the Act (Holding Company Act Release No. 18695), and 

no hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said declaration be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that notifications under 
said rule may be filed quarterly. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18755/January 3, 1975 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 

Berlin, Connecticut 06037 

(70-5600) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Connecticut Light 


and Power Company (“CL&P"’), an electric utility subsidi- 


ary company of Northeast Utilities, a registered holding 
company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (““Act’’), designating Section 6(b) of the Act and 
Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested parties are 
referred to said application, which is summarized below, 
for a complete statement of the proposed transaction. 


CL&P proposes to issue and sell, at competitive bidding, 
up to $85 million principal amount of its First Mortgage 
Bonds, Series BB (“Bonds”). The maturity date of the 
bonds will be not less than five nor more than thirty years 
from February 1, 1975. The interest rate, which shall be 
a multiple of 1/8 of 1%, and the price, which will be not 
less than 99% nor more than 102.75% of the principal 
amount thereof, will be determined by competitive bid- 
ding. The Bonds will be issued under the Indenture of 
Mortgage and Deed of Trust dated as of May 1, 1921 
(“Indenture”) between CL&P and Bankers Trust Com- 
pany, Trustee, as supplemented and amended from time 
to time, and as further supplemented by a supplemental 
indenture to be dated February 1, 1975 (“Supplemental 
Indenture”). The Supplemental Indenture provides, 
among other things, that Bonds shall not be redeemed 
at the applicable general redemption price prior to Feb- 
ruary 1, 1980, from the proceeds of borrowings secured 
by CL&P at an effective interest cost to CL&P of less 
than the effective interest cost of the Bonds. 


The application states that CL&P will use the net pro- 
ceeds from the sale of Bonds, together with a capital con- 
tribution of $25 million which Northeast Utilities will 
make in January, 1975, to repay a portion of short-term 
borrowings incurred for the purpose of financing CL&P’s 
construction program (estimated to total $148 million 
for 1975). Such short-term borrowings will aggregate an 
estimated $125 million at the time of the aforemention- 
ed sale. 


A statement of the fees, commissions, and expenses in- 
curred or to be incurred in connection with the proposed 
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transaction will be supplied by amendment. The approval of 

the Connecticut Public Utilities Commission is required for 

the issuance of the Bonds. It is stated that no other State coms ) 
mission, and no Federal commission, other than this Commis-"))) 
sion, has jurisdiction over the proposed transaction. : 


NOTICE IS FURTHER GIVEN that any interested person 

may, not later than January 27, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 

law raised by said application which he desires to controvert; 

or he may request that he be notified if the Commission 

should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 

served is located more than 500 miles from the point of 

mailing) upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at 

law, by certificate) should be filed with the request. At any 

time after said date, the application, as filed or as it may be 
amended, may be granted as provided in Rule 23 of the Gen- 

eral Rules and Regulations promulgated under the Act, or ‘ 
the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. e 
(i 
, 
George A. Fitzsimmons 


Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8600A/December 31, 1974 


In the Matter of 


FEDERAL STREET FUND, INC. 

225 Franklin Street 

Boston, Massachusetts 02110 

(812-3721) 


ERRATA: 

This is to correct an error made in Release No. 8600, issued 
December 3, 1974, In the Matter of Federal Street Fund, Inc. | 
(812-3721). Said release stated that the application noticed 

therein had been filed on July 22, 1974, when in fact such } ( 


Inc. 


"t 


| @ 
n) 


(‘ 


application was filed on November 11, 1974. Therefore, all 
concerned are advised that the correct date of the filing of 
application No. 812-3721, In the Matter of Federal Street 

Fund, Inc. (Release No. 8600) is November 11, 1974. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8624/December 27, 1974 


In the Matter of 


GENERAL ELECTRIC OVERSEAS CAPITAL 
CORPORATION 

570 Lexington Avenue 

New York, New York 

(812-3685) 


NOTICE OF APPLICATION PURSUANT TO RULE 
6c-1(c)(2) FOR ORDER PERMITTING ISSUANCE 
OF CERTAIN DEBT SECURITIES 


NOTICE IS HEREBY GIVEN that General Electric Over- 
seas Capital Corporation (““Applicant’’), a wholly-owned 
finance subsidiary of General Electric Company (“GE”), 
has filed an application pursuant to Subparagraph (c)(2) 
of Rule 6c-1 under the Investment Company Act of 1940 
(“Act”) for an order permitting Applicant to issue cer- 
tain debt securities to purchasers in foreign countries 
notwithstanding the expiration of the United States In- 
terest Equalization Tax (“IET’). All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant, a New York corporation, was formed by GE 
in 1965 primarily to raise funds abroad for GE’s for- 
eign operations. As a “finance subsidiary”, pursuant 

to Rule 6c-1 under the Act, Applicant is exempt from 
all provisions of the Act, subject to the conditions in 
Rule 6c-1. Subparagraph (c)(2) of Rule 6c-1 provides 
that a finance subsidiary will not issue, without an order 
of the Commission, any securities (except to its parent 
company or to a subsidiary of the parent company which 
is not an investment company) in the event the IET ex- 
pires, is repealed or the rate thereof is reduced to zero 
and such tax is not replaced by another comparable 

tax. 


GE has caused its wholly-owned subsidiary in The Nether- 
lands to begin a major expansion of its plastics manufactur- 
ing facilities. From the outset of the project, which has 
now been underway for more than a year, it has been an- 
ticipated that the funding would be obtained through 
borrowings abroad by Applicant. Two methods of 
financing are under consideration: 


(i) Applicant would offer and sell to the public in Swit- 
zerland Swiss Franc denominated bearer coupon bonds 
in the aggregate principal amount of 60 million Swiss 
francs, the equivalent of approximately $20 million, 
through Swiss banks acting as underwriters. The bonds 
would be straight debt obligations, would be listed on 
one or more stock exchanges in Switzerland and would 
be fully guaranteed by GE both as to payment of princi- 
pal and interest; or 


(ii) Applicant would privately place its unsecured promis- 
sory notes payable in a foreign currency equivalent in 
aggregate principal amount to approximately $20 million. 
Payment of interest and principal on these notes would 
similarly be guaranteed by GE. The purchasers thereof 
would not be United States citizens or nationals, entities 
organized or incorporated under the laws of the United 
States or any political sub-division thereof or persons 
resident, or normally resident in the United States, in- 
cluding resident aliens (U.S. Persons’’). Such persons 
would covenant not to transfer or assign any interest in 
the notes to U. S. Persons and the notes would be in re- 
gistered form and could not be transferred without satis- 
factory proof to Applicant that the transferees were not 
U. S. Persons. 


Applicant represents that, notwithstanding the expiration 
of the IET, it should be permitted to proceed with the 
above-described issuance of debt securities for, among 
others, the following reasons: 


(1) A United States investor interest is unlikely since, in 
addition to the restrictions on purchase and transfer, 

the securities will probably bear substantially lower in- 
terest rates than are currently available on similar quality 
debt securities in the United States. 


(2) Potential investors in the proposed debt securities will 
not be looking either to Applicant or Applicant's so- 
called “investment portfolio”; the securities will be fully 
guaranteed by GE and, indeed, in Applicant’s opinion, 
could not be sold on any economically feasible terms 
without such guarantee. Moreover, Applicant states that 
an analysis of its investment portfolio shows that its in- 
vestments are of a kind which wouid not cause potential 
investors in its debt securities to invest therein without a 
guarantee thereof by GE. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions from any 
provision or provisions of the Act and the rules and regu- 
lations thereunder if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 20, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
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order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from 

the point of mailing) upon Applicant at the address set 
forth above. Proof of such service (by affidavit, or in 

case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 

as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8625/December 27, 1974 


In the Matter of 


THE SOUTH BAY CORPORATION 
425 Park Avenue 
New York, New York 10022 


UTILITIES & INDUSTRIES MANAGEMENT 
CORPORATION 

1740 Broadway 

New York, New York 10019 


UTILITIES & INDUSTRIES CORPORATION 
1740 Broadway 
New York, New York 10019 


and 


THE CARTER GROUP, INC. 
425 Park Avenue 
New York, New York 10022 


(812-3713) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT OF 
1940 AND RULE 17d-1 PROMULGATED UNDER 
SECTION 17(d) THEREOF 


NOTICE IS HEREBY GIVEN that The South Bay Corpora- 
tion (“South Bay”), a closed-end, non-diversified manage- 
ment investment company, Utilities & Industries Corpora- 
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tion (“U&I"’), a New York Corporation, Utilities and In- 
dustries Management Corporation (‘““U&I Management”), 
a wholly owned subsidiary of U&I, and The Carter Group 
Inc. (“Carter Group”), a Delaware Corporation, have filed 
an application on October 2, 1974, and an amendment on 
December 17, 1974, pursuant to Section 17(b) of the In- 
vestment Company Act of 1940 (““Act’’) and Rule 17d-1 
promulgated under Section 17(d) of the Act for an order 
of the Commission permitting participation in the settle- 
ment described below by South Bay, U&I, U&!I Manage- 
ment, Carter Group (herein collectively referred to as 
“Applicants”) and the other defendant parties to the 
stipulation of settlement. 1/ All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Until 1962, South Bay, then known as Fifth Avenue Coach 
Lines, Inc., and its subsidiaries were engaged in the surface 
transportation business in the Metropolitan New York area. 
in 1962, South Bay’s assets in New York City were ac- 
quired by condemnation and the proceeds of such con- 
demnation were subsequently invested in securities. In 
1968, South Bay was declared to be an investment com- 
pany by the United States District Court for the Southern 
District of New York and was placed in temporary receiver- 
ship. The receiver registered South Bay under the Act. In 
June, 1972, the receivership was terminated. 


Of South Bay’s common stock, 300,329 shares represent- 
ing approximately 46% of the shares outstanding are owned 
by U&l, through U&I Management. U&l acquired these 
shares between December 1970 and October 1973, primar- 
ily in privately negotiated transactions, at an average price 
of $19.91 a share. Under Section 2(a)(9) of the Act, U&l 

is presumed, by reason of such stock ownership, to control 
South Bay, and Carter Group, which owns approximately 
51% of the outstanding stock of U&l, is presumed to con- 
trol U&l. 


In June 1973, a shareholder of South Bay, suing derivatively 
on behalf of South Bay and as a representative of all other 
South Bay shareholders similarly situated, commenced two 
actions (the “Shareholder Suits’) against U&l Management, 
U&lI, Carter Group, the present and certain former officers 
of South Bay, and nominally against South Bay. One suit, 
entitled Charles Monheit v.Arthur Carter, et al., is now 
pending in the United States District Court for the Southern 
District of New York (the “Federal Suit’’), while the other 
suit, entitled Charles Monheit v. Herbert Braasch, et al., is 
now pending in the Supreme Court of the State of New York 
(the “State Suit”). 


It was alleged in one or both of the Shareholder Suits that, 
among other things, U&!I Management, U&I, Carter Group 
and the indivic'ual defendants caused South Bay to operate 
ultra vires, South Bay’s management caused it to make 
speculative investments resulting in a decrease in net asset 
value, U&I Management and the other defendants violated 
federal securities laws in connection with U&! Management's 
acquisition of its present interest in South Bay, the proxy 
statement distributed in connection with South Bay’s 1973 
meeting of stockholders was false in material respects, and 
the defendants have operated South Bay in violation of 
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various sections of the Act. In the Federal Suit the defendants } I ( 
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have denied the material allegations. In the State Suit, after 
the original complaint was dismissed for legal insufficiency, 
the plaintiff filed an amended complaint and the defend- 
ant’s time to respond to the amended complaint was ex- 
tended. 


The plaintiff in the Shareholder Suits and all of the de- 
fendants in the Federal Suit have entered into a Stipula- 
tion and Agreement of Compromise and Settlement (the 
“Settlement Stipulation”). These parties have also agreed 
that if the Court approves the Settlement Stipulation as 
fair, reasonable and adequate and dismisses the Federal 
Suit (subject to fulfiliment of the Settlement Stipulation), 
they will enter into a stipulation dismissing the State 
Suit upon the judgment in the Federal Suit becoming 
final. The obligations of the parties to the stipulation are 
made subject to the issuance by the Commission of the 
orders requested in the application. 


The Settlement Stipulation provides for the dissolution of 
South Bay, assuming the necessary shareholder approval, 
and for such dissolution to be preceded by a cash tender 
offer by South Bay to all of its shareholders (the ““Tender 
Offer’’). The tender offer is to be made within 15 days 
after the “Effective Date” (defined as the later of the 
date any stay thereof expires, or the date the required 
orders are obtained from the Securities and Exchange 
Commission (the “Commission”)). U&I, the other de- 
fendant parties to the stipulation besides Herbert Braasch, 
members of their immediate families, and any entity con- 
trolled by any of them are prohibited from tendering any 
of their South Bay shares in the Tender Offer. Braasch is 
a director of South Bay who, as of September 30, 1974, 
held of record 18,100 South Bay shares. In addition, 

U&I may not otherwise dispose of any of its South Bay 
shares prior to the dissolution of South Bay. 


The Settlement Stipulation provides that the price per 
share under the Tender Offer shall be the net asset value 
per share (determined in a manner consistent with South 
Bay’s audited financial statements as of June 30, 1974) 
as of the close of business on the third business day pre- 
ceding the commencement of the Tender Offer less a 
“Contingency Factor” of $1.40 per share. The Contin- 
gency Factor takes into account the following: (i) the 
estimated expenses to be paid or payable by South Bay 
in consummating the Settlement Stipulation subsequent 
to the determination of the amount of consideration to 
be paid in the Tender Offer including the expenses of 
carrying out the Tender Offer and the Plan of Dissolution, 
plaintiff’s counsel fees and expenses to the extent 
allowed by the Federal District Court, and expenses of 
winding up; (ii) possible disallowance of certain Federal 
and New York State Tax refunds; (iii) possible liabilities 
to the City of New York as a result of a number of legal 
actions brought by the City against South Bay in con- 
nection with the franchises held by it prior to 1962 to 
operate bus lines (Applicants state that settlement nego- 
tiations with the City have been proceeding); (iv) a 
“Blockage” discount, reflecting the probability that the 
sale of large block sof securities in South Bay’s portfolio 
will incur a discount of approximately 5% from market 
value; and (v) delays and market uncertainties inherent 
in the liquidation process. However, South Bay and 
plaintiff may agree to a tender offer price higher than the 


Tender Offer consideration determined by using the $1.40 
Contingency Factor, provided that such price may not ex- 
ceed South Bay’s net asset value per share on the third busi- 
ness day preceding the Tender Offer (or such later date as 
the parties may determine). !f South Bay includes, as an 
asset in its Statement of Assets and Liabilities, the discounted 
value of a debt due from Victor Muscat, a former director, 
resulting from the Settlement of an earlier litigation, the 
contingency factor would be $1.55 instead of $1.40. Mus- 
cat’s debt was not included as an asset in South Bay’s State- 
ment of Assets and Liabilities of June 30, 1974. 


If the net asset value per share less the Contingency Factor, 
determined on either a date five days prior to the Federal 
District Court hearing on the parties’ application to approve 
the settiement or on the third business day prior to com- 
mencement of the Tender Offer, is less than $17 a share, 
then plaintiff may elect to (i) terminate the settlement, 

(ii) permit the Tender Offer to proceed, or (iii) give notice 
to the defendants not to cause South Bay to make the 
Tender Offer but to proceed to convene a shareholder's 
meeting to take action with respect to the dissolution of 
South Bay. However, notwithstanding such notice to de- 
fendants, plaintiff may thereafter require South Bay to 
make the Tender Offer, at any time not later than 30 days 
prior to the shareholder meeting if the Tender Offer con- 
sideration, based on net asset value on the date of commence- 
ment of such Tender Offer, would not be less than $17 per 
share. 


Upon expiration of the Tender Offer (if made), and not 
later than 90 days after “Final Judgment” (defined as the 
later of the date that the Federal District Court Order be- 
comes final or the date all required orders are obtained from 
the Commission), South Bay is required to convene a special 
meeting of stockholders to consider and take action with 
respect to a proposal that South Bay be dissolved and 
liquidated. South Bay, U&! and the other defendants are 
also required to exercise their best efforts to cause such a 
proposal to be approved and to cause the first liquidating 
distribution to be made not later than 210 days after 

“Final Judgment”. Braasch may, however, vote against 

the Plan of Dissolution if he so chooses. 


After shareholder approval of the Plan of Dissolution, South 
Bay will sell its remaining portfolio, except for its share- 
holdings in Elgin National Industries, Inc. (“Elgin”) and 
Giant Portland Cement Co. (“Giant Portland”). Applicants 
state that it is likely that following dissolution of South Bay, 
U&l or an affiliate will propose a merger with Elgin. 


Under the Plan of Dissolution, a participating shareholder 
(other than U&! Management) may elect to receive his 
total distribution in cash (the “Cash Option’’). Upon re- 
ceipt of Letters of Transmittal from shareholders electing 
the Cash Option, South Bay will mail to each such share- 
holder an initial liquidating distribution consisting of (i) 
his pro rata share of the cash remaining after payment or 
provision for all liabilities and expenses but before pro- 


Vision for the payments to electing shareholders; (ii) cash 


in an amount equal to such electing shareholders’ pro rata 
share of the market values of Elgin and Giant Portland 
shares on the Effective Date of Dissolution (the last day 
of the month foliowing the month in which shareholder 
approval of the Plan is obtained), and (iii) a “Stub”. 
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The Stub will represent each shareholder's right to receive 
any assets of South Bay remaining after the first liquida- 
tion distribution to all shareholders, the distribution of El- 
gin and Giant Portland shares to non-electing shareholders, 
and payment of all expenses and liabilities. The Stub will 
include the right to receive the proceeds of (i) the liquida- 
tion value of certain bonds on deposit with New York 
State agencies securing injury and damage and workmen’s 
compensation claims, less the actual amount of claims re- 
coverable, (ii) the liquidation value of certain bonds on 
deposit with the City of New York which cannot be re- 
leased until the aforementioned litigation is terminated, 
(iii) amounts received from former officers and directors 
of South Bay from whom accounts receivable are pre- 
sently outstanding, pursuant to the terms of the settlement 
of a prior litigation, and (iv) possible excess reserves. 


Upon receipt of Letters of Transmittal from non-electing 
South Bay shareholders, South Bay will mail to each such 
shareholder an initial liquidating distribution consisting 
of (a) his pro rata share of the cash remaining after pay- 
ment or provision for all liabilities and expenses of South 
Bay and provision for payments to all electing sharehold- 
ers and (b) the “Stub”. Thereafter, such non-electing 
shareholders would receive their pro rata share of South 
Bay’s shares of Elgin and Giant Portland common stock. 


The Cash Option will not be available to shareholders elec- 
ting it if (i) as of the Effective Date of Dissolution, the 
amount of cash payable to all shareholders duly electing 
the Cash Option exceeds the amount of cash available 

to South Bay without the sale of any Elgin or Giant 
Portland shares or (ii) both plaintiff in the Shareholder 
Suits and South Bay determine it is inadvisable to pro- 
vide such option. South Bay may, however, sell shares 

of Elgin or Giant Portland to make available the Cash 


Option. 


The Settlement provides that it will become null and void 
if it is finally disapproved by the Federal Court, if all re- 
quired orders of the Commission are not obtained or if 
the Settlement Stipulation expires by its terms. The 
Settlement Stipulation provides that it will so expire if 
(i) the Tender Offer is required to be made but is not 
made within 180 days after the “Effective Date” or 

(ii) the Tender Offer is not required to be made, for the 
reasons described below, and either the shareholders dis- 
approve the Plan of Dissolution or the first liquidating 
distribution is not made within 210 days after “Final 
Judgment”. 


Under the terms of the Settlement Stipulation, if (i) the 
Tender Offer is made within the 180 day period referred 
to above, (ii) South Bay convenes a shareholder meeting 
to take action on the dissolution proposal within 90 days 
after “Final Judgment”, ana (iii) the parties use best 
efforts to obtain approval of such dissolution proposal 
(including the voting of their South Bay shares in favor 
thereof), then the settlement will be deemed to be final 
even if the dissolution proposal should not be approved 
by the required vote of two-thirds of the then outstand- 
ing shares or even if the shareholder meeting to take 
action with respect to the Plan of Dissolution or the Plan 
itself is permanently enjoined for any reason other than 
the defendants’ failure to comply with relevant State 


34/SEC DOCKET 


statutory provisions concerning corporate dissolutions or 
with the disclosure requirements of the federal securities 
laws. 


Applicant alleges that the Plan of Dissolution would per- 
mit shareholders to receive cash and/or securities having 

a value significantly in excess of the market price of South 
Bay shares immediately prior to the public announcement 
of the settlement and significantly in excess of the price 
at which they could reasonably expect to be able to sell 
their shares in the future, were South Bay not to be dis- 
solved, unless South Bay’s net asset value were to increase 
substantially. Applicant states that the non-affiliates’ 
Participation in the settlement is different from the 
affiliates only in the sense that non-affiliates are given 
preferential treatment. Applicants submit that a corporate 


dissolution in which all shareholders may participate on ex- 


actly equal terms and which is otherwise fair and reason- 
able is fully consistent with the genral purposes of the Act. 
Applicants further state that they have obtained an order 
from the Court approving the settlement as fair, reason- 
able and adequate. 


Section 17(a) of the Act, as here pertinent, prohibits an 
affiliated person of a registered investment company, or 
an affiliated person of such a person, from purchasing 
from such company any property unless the Commission, 
upon application pursuant to Section 17(b), grants an 
exemption from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed transaction, in- 
cluding the consideration to be-paid, are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned, and that the transaction is consistent 
with the policy of the registered investment company con- 
cerned and with the general purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together provide, among other things, that it shall be un- 
lawful for any affiliated person of a registered investment 
company or any affiliated person of a registered invest- 
ment company or any affiliated person of such a person, 
acting as principal, to participate in, or effect any transac- 
tion in connection with any joint enterprise or arrange- 
ment in which any such registered company is a partici- 
pant unless an application regarding such arrangement has 
been granted by an order of the Commission, and that, 

in passing upon such an application, the Commission will 
consider whether the participation of such registered com- 
pany in such arrangement is consistent with the provisions, 
policies and purposes of the Act, and the extent to which 
such participation is on a basis different from, or less ad- 
vantageous than, that of other participants. 


Because South Bay shareholders, other than U&! Manage- 
ment, have an election as to the assets of South Bay which 
they may receive, U&! Management's participation in the 
distribution of South Bay’s assets constitutes a purchase 
of property of South Bay, an investment company, by 

an affiliated person, U&! Management, that is subject to 
the provisions of Section 17(a) of the Act. The participa- 
tion of Applicants and the affiliated defendants in the 
proposed settlement is a joint transaction subject to the 
provisions of Section 17(d) and Rule 17d-1 of the Act. 


NOTICE IS FURTHER GIVEN that any interested person ( 


i] 


) 
) 


| 


may, not later than January 22, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 

the matter accompanied by a statement as to the nature 

of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following January 22, 1975 unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive any notices or orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Subsequent to the filing of the original application, 
U&I was merged with a subsidiary of Carter Group. As 
part of that merger, U&i changed its name to New York 
Water Service Corp. At the same time, Carter Group, 
changed its name to Utilities and Industries Corpora- 
tion. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8626/December 27, 1974 


In the Matter of 


FEDERAL UNITED CORPORATION 
120 South 17th Street 
Philadelphia, Pennsylvania 19103 


(811-170) 


On November 13, 1974, a notice was issued (Investment 
Company Act Release No. 8582) of an application filed 
by Federal United Corporation (‘“Applicant’”’), a closed- 
end, non-diversified management investment company 
under the Investment Company Act of 1940 (“Act’’), on 
March 25, 1974 and amended on July 26, 1974, Octo- 
ber 23, 1974, and November 12, 1974, pursuant to Sec- 
tion 8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an investment 


company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Federal United Corporation under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8627/December 30, 1974 


In the Matter of 

INVESTORS MUTUAL, INC. 
INVESTORS STOCK FUND, INC. 
IDS NEW DIMENSIONS FUND, INC. 
IDS PROGRESSIVE FUND, INC. 
and 


IDS BOND FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minneapolis 55402 


(812-3704) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 


On November 26, 1974, a notice was issued (Investment 
Company Act Release No. 8593) of an application filed 

on October 8, 1974, by Investors Mutual, Inc., Investors 
Stock Fund, Inc., IDS New Dimension Fund, Inc., IDS 
Progressive Fund, Inc., and IDS Bond Fund (collectively 
“Applicants”), registered as open-end investment com- 
panies under the Investment Company Act of 1940 (“Act”), 
for an order pursuant to Section 6(c) of the Act declaring 
that Mr. Melvin R. Laird shall not be deemed an “inter- 
ested person” of Applicants or Investors Diversified Ser- 
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vices, Inc., the investment adviser and principal underwriter 
of Applicant's shares, within the meaning of Section 2(a)(19) 
of the Act solely by reason of his status as a director of 
Metropolitan Life Insurance Company (“Metropolitan”). 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order would be issued as 
of course unless a hearing should be ordered. No request for 
hearing has been filed, and the Commission has not ordered 
a hearing. 


The matter having been considered, it is found that the re- 
quested exemption is appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a)(19) of the Act is granted effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8628/December 31, 1974 


In the Matter of 

METROPOLITAN LIFE INSURANCE COMPANY, 
METROPOLITAN LIFE VARIABLE ACCOUNT C 
and 


METROPOLITAN LIFE VARIABLE ACCOUNT D 
One Madison Avenue 
New York, New York 10010 


(812-3602) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(f)(3) OF THE ACT AND 
PURSUANT TO SECTION 6(c) FOR CERTAIN Ex- 
EMPTIONS FROM THE PROVISIONS OF SECTIONS 
22(d), 27(a)(3) AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that Metropolitan Life In- 
surance Company (“Metropolitan”), Metropolitan Life 
Variable Account C (“Account C’’) and Metropolitan 
Life Variable Account D (“Account D”), (Metropolitan, 
Account C and Account D referred to collectively here- 
in as “Applicants’’), filed an application on February 7, 
1974, and an amendment thereto on November 22, 
1974, for an order, pursuant to Section 17(f)(3), and 
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pursuant to Section 6(c) of the Investment Company Act 
of 1940 (“Act’’), for an order exempting Applicants from 
the provisions of Sections 22(d), 27(a)(3) and 27(c)(2) of 
the Act. On February 5, 1974, pursuant to New York In- 
surance Law, Metropolitan established Accounts C and D 
which have been registered under the Act as open-end, di- 
versified management investment companies. Metropolitan 
intends to allocate to Account C the purchase payments, 
after certain deductions, received under its Convertible 
Investment Contracts (“Investment Contracts”), which 
will be issued under Metropolitan’s Investment Annuity Pro- 
gram (“Program”). Metropolitan intends to allocate to Ac- 
count D amounts received under the variable annuity con- 
tracts included in the program from the conversion of 
“Investment Units” under Investment Contracts. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations 
therein which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company shall sell any redeem- 
able security issued by it to any person except at a current 
offering price described in the prospectus. 


Applicants request an exemption from Section 22(d) to 
permit them to do the following: 


(1) Make a reduced sales charge with respect to any pur- 
chase payment under an Investment Contract to the extent 
such payment consists of proceeds of certain Metropolitan 
life insurance and annuity contracts (“Proceeds”); 


(2) Make a reduced sales charge with respect to purchase 
payments computed on the basis of the total combined 
amount of purchase payments that, since the issuance of 
an Investment Contract or Contracts, are being and have 
been made thereunder by the person or persons entitled 
under the Investment Contract to such reduced sales 
charge, even though the Investment Units purchased by 
past payments may no longer be owned because of re- 
demptions, conversions or transfers to other owners; and 


(3) Apply any monthly withdrawal plan payment under 
the Investment Contract or any distribution of net invest- 
ment income and net realized capital gains of Account C 
declared and payable under the Investment Contracts, 
either of which is returned to the Company by postal 
authorities as undeliverable, to the purchase of Invest- 
ment Units (and an equal number of Annuity Rights) with- 
out making a sales charge therefor. 


Applicants assert that no unfair discrimination or disrup- 
tion of the orderly distribution of its securities would 
result from the elimination or reduction of the sales 
charge under the foregoing circumstances. Under the 
circumstances described in subparagraphs (1) and (3) 
above, a sales charge will have been previously deducted 
under the Investment Contract or another contract issued 
by Metropolitan. The reduction of the sales charge under 
the circumstances described in subparagraph (2) hereof 
will result in no unfair discrimination to other Investors 
and, Applicants state, will in no way obstruct effectua- 
tion of the purposes of the Act. 


Section 17(f)(3) of the Act provides that a registered man- } ( 


@ 


We 


n- ne 


agement investment company may maintain its securities 
and similar investments in its own custody, but only in 
accordance with such rules and regulations or orders as 
the Commission may from time to time prescribe for the 
protection of investors. Rule 17f-2(b) provides, with cer- 
tain exceptions, that all securities and similar investments 
must be deposited in the safekeeping of a bank or other 
company whose functions and physical facilities are super- 
vised by federal or state authority. Rule 17f-2(d) pro- 
vides that no more than five persons shall have access to 
such investments. 


Applicants request an order, to the extent necessary, under 
the provisions of Section 17(f)(3) to permit Metropolitan 
to maintain custody in its vault of the securities and simi- 
lar investments held in Account C and Account D, re- 
spectively, clearly identified as applicable to the appro- 
priate account, and to permit ten duly authorized offi- 
cers or responsible employees of Metropolitan, as well as 
representatives of the New York Insurance Department 
and members of the National Association of Insurance 
Commissioners’ duly designated zonal auditing com- 
mittee to have access to such investments in each such 
Account. With the exception of access by more than the 
number of persons specified in Rule 17f-2(d), Applicants 
represent that all other provisions of Rule 17f-2 will be 
met as if such investments were in a vault maintained by 
a bank and that adequate protection will be afforded the 
investors in Accounts C and D. 


Section 27(a)(3) of the Act makes it unlawful for any 
registered investment company issuing periodic payment 
plan certificates, or for any depositor of or underwriter 
for such company, to sell any such certificate if the 
amount of sales load deducted from any one of the first 
12 monthly payments exceeds proportionately the 
amount deducted from any other such payment or if 
the amount of sales load deducted from any subsequent 
payment exceeds proportionately the amount deducted 
from any other subsequent payment. 


Under the table of percentage rates of deductions for 
sales expenses contained in the Investment Contracts, 

a lower percentage deduction for sales expenses is 
applicable to that portion of a purchase payment con- 
sisting of Proceeds than would be applicable to the same 
amount consisting of other than Proceeds. Thus, it is 
possible that the amount deducted for sales expenses from 
any one of the first 12 monthly purchase payments may 
exceed proportionately the amount deducted from any 
other such payment and that the amount deducted from 
any subsequent payment may proportionately exceed 
the amount deducted from any other subsequent pay- 
ment. This situation might occur whenever a purchase 
payment consisting of Proceeds is followed by a purchase 
payment which does not consist of Proceeds. 


Applicants request an exemption from Section 27(a)(3) 

to permit the schedule of sales load deductions pro- 

posed by Applicants, provided that the percentage amount 
of sales load deducted from any payment under any such 
contract will not exceed 9% of such payment. Applicants 
represent that Section 27(a)(3) was designed to lessen 
losses which might be incurred upon early termination of 
periodic payment plan certificates involving front-end 


load arrangements. Applicants further represent that their 
proposed sales deduction schedule does not involve a 
front-end load arrangement and that their schedule can- 
not lead to the abuses intended to be curbed by Section 
27 (a) (3). 


Section 27(c)(2) of the Act prohibits a registered invest- 
ment company, or a depositor of or underwriter for such 
company, from selling periodic payment plan certificates 
unless the proceeds of all payments, other than the sales 
load, are deposited with a bank as trustee or custodian 
and held under an indenture or agreement containing, in 
substance, the provisions required by Section 26(a)(2) 
and (3) of the Act for a unit investment trust. Section 
26(a)(2) requires the trustee or custodian to segregate 
and hold in trust all securities and cash of the trust, places 
certain restrictions on charges which may be made against 
the trust income and corpus, and excludes from expenses 
which the trustee or custodian may charge against the trust 
any payments to the depositor or principal underwriter 
other than a fee, not exceeding such reasonable amount 
as the Commission may prescribe, for performing book- 
keeping and other administrative services delegated to 
them by the trustee or custodian. Section 26(a) (3) 
governs the circumstances under which the trustee or 
custodian may resign. Applicants request an exemption 
from 27(c)(2) to permit the proceeds of all payments 
under the Investment Contracts and the variable annuity 
contracts to be held by Metropolitan on the ground that 
the obligations undertaken by Metropolitan, a regulated 
insurance company, to the holders of such contracts pro- 
vide substantially the protection contemplated by the 
requirements of Section 27(c)(2). 


Applicants have consented that the order granting ex- 
emption from Section 27(c)(2) may be made subject 
to the conditions that (1) the charges under the In- 
vestment Contracts and variable annuity contracts for 
administrative services shall not exceed such reasonable 
amounts as the Commission shall prescribe, jurisdiction 
being reserved for such purpose, and (2) the payment 
of sums and charges out of the assets of Account C and 
Account D shall not be deemed to be exempted from 
regulation by the Commission by reason of the order, 
provided the Applicants’ consent to the conditions 
shall not be deemed to be a concession to the Commis- 
sion of authority to regulate the payments of sums and 
charges out of such assets other than charges for ad- 
ministrative services, and Applicants reserve the right 
to assert in any proceeding before the Commission, in 
any suit or action in any court or otherwise that the 
Commission has no authority to regulate the payment 
of such other sums or charges. 


Section 6(c) authorizes the Commission to exempt 

any person, security or transaction or any class or classes 
of persons, securities, or transactions, from any provisions 
of the Act and Rules promulgated thereunder if such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than January 24, 1975, at 5:30 p.m., 
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submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shal! be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 

or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 

this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8629/January 2, 1975 


In the Matter of 


CHESAPEAKE FUND, INC. 
527 St. Paul Street 
Baltimore, Maryland 21202 


(811-1201) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On December 5, 1974, a notice was issued (Investment 
Company Act Release No. 8608) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the 
Investment Company Act of 1940 (the ““Act’’), to 
declare by order upon its own motion that Chesapeake 
Fund, Inc. (“Chesapeake”) has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the 
information stated therein unless a hearing should be 
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ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Chesapeake has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Chesapeake Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8630/January 2, 1975 


In the Matter of 


GRAY LINE CORP. 

c/o Morton J. Schlossberg, Esq. 
Suite 1010 

1251 Avenue of the Americas 
New York, New York 10020 


(811-2077) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On December 5, 1974, a notice was issued (Investment 
Company Act Release No. 8607) of an application filed 
on November 4, 1974, by Gray Line Corp. (“Applicant”), 
a closed-end, diversified management investment com- 
pany registered under the Investment Company Act of 
1940 (“‘Act’’), pursuant to Section 8(f) of the Act for 

an order of the Commission declaring that Applicant has 
ceased to be an investment company as defined by the 
Act by virtue of its liquidation according to a Plan of 
Liquidation pursuant to Section 337 of the Internal 
Revenue Code. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application would be issued as of course 
unless a hearing should be ordered. No request for a hear- 
ing has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that Gray 
Line Corp. has ceased to be an investment company. 


if 


y 


Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Gray Line Corp. shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8631/January 2, 1975 


In the Matter of 


CAPITAL RESERVE ASSETS, INC. 
611 West Sixth Street 
Los Angeles, California 90017 


(811-2491) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED 
TO BE AN INVESTMENT COMPANY 


On December 3, 1974, a notice was issued (Investment 
Company Act Release No. 8599) that Capital Reserve 
Assets, Inc. (“Applicant’’), registered under the In- 
vestment Company Act of 1940 (the “‘Act’’) as a diver- 
sified, open-end, management investment company, 
had filed an application on September 20, 1974, pur- 
suant to Section 8(f) of the Act, for an order of 

the Commission declaring that Applicant has ceased 

to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application might be issued upon the basis of 
the information stated therein unless a hearing 
should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


T IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Capital Reserve Assets, Inc. 
under the Act shall forthwith cease to be in effect. 


\ @ For the Commission, by the Division of Investment 


Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8632/January 2, 1975 


In the Matter of 


PACIFIC SCHOLARSHIP FUND 
10538 N. E. 140th 
Kirkland, Washington 98033 


(811-2225) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On December 5, 1974, a notice was issued (Investment 
Company Act Release No. 8605) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (the “Act’’), to declare 

by order upon its own motion that Pacific Scholarship 
Fund (the ““Fund”’) has ceased to be an investment com- 
pany as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
Fund has ceased to be an investment company. Accord- 
ingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Pacific Scholarship Fund under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Concluding that it would be appropriate and necessary to 
prevent waste and dissipation of any assets available for 


LITIGATION 





restitution and disgorgement, the Court responded affirma- H ) ‘ 
tively to the Commission’s motion for a temporary trust 
over the assets of all the defendants. The Order prohibits 
each and every defendant from directly or indirectly 
Litigation Release No. 6653/December 27, 1974 “dissipating, concealing, or disposing of in any manner, 
any assets, choses in action, or other property ...”” until 
further Order of the Court. 
SEC v. R. J. ALLEN & ASSOCIATES, INC., et al. 
On the same day that the Memorandum Opinion was en- 
(S.D. FLA. Civil Action No. 74-1273-Civ-CF) tered, the Court issued an Order denying various motions 
by the defendants for modification and/or to vacate 
previous orders of the Court. 
Jule B. Greene, Administrator, and Michael J. Stewart, 
Associate Administrator of the Atlanta Regional Office (For further information see Litigation Release 6575). 
of the Securities and Exchange Commission, announced 
today that on November 27, 1974, the Honorable Char- 
les B. Fulton, Chief Judge for the Southern District of 
Florida, issued a Memorandum Opinion permanently 
enjoining R. J. Allen & Associates, Inc., Robert J. Allen, 
Howard W. Alexander, Charles J. Diaz, and Thomas A. 
Preston, all of Ft. Lauderdale, Florida, from further 
violations of the anti-fraud provisions of the Securities Litigation Release No. 6654/December 27, 1974 
Act of 1933 [Section 17(a)] and the Securities Ex- 
change Act of 1934 [Section 10(b) and Rule 10b-5 
thereunder] . SEC v. KALVEX INC., et al. 
Chief Judge Fulton’s Opinion, which was entered follow- (S.D.N.Y.) 
ing an extensive hearing on the merits of the Commis- 
sion’s Complaint, was twenty-five pages in length. baa : os 
Labeling the defendants’ operation “a horrible fraud,” William D. Moran, Regional Administrator of the New York 
“vicious and brutal,” and “‘a diabolical scheme,” Chief Regional Office of the Securities and Exchange Commission, «4 


Judge Fulton, equating the Commission’s request for 
disgorgement with restitution, ordered the defendants 
to disgorge to the Court-appointed Receiver the full 
amount received from all investors who purchased 
Industrial Development Revenue Bonds (“IDR’s’’) 
from the firm of R. J. Allen & Associates, Inc. (“R. J. 





announced today that on December 23, 1974 the Commis- 


sion filed a Complaint in the United States District Court for ‘) 


the Southern District of New York seeking (1) to enjoin 
Emanuel L. Wolf, president and chairman of the board of 
Kalvex Inc., and Robert L. Ingis, a director and formerly 
vice president of Kalvex Inc., from further violations of 


Sections 13(a) and 14(a) of the Securities Exchange Act of 
1934 and Rules 13a-1, 13a-13, 14a-3 and 14a-9 thereunder; 
(2) an order directing Kalvex Inc. to conduct an accounting 


Allen”). The total to be disgorged, which is not defin- 
itely known at this time, is to be restored in the follow- 
ing fashion: R. J. Allen plus the individual defendants 





Robert J. Allen and Howard W. Alexander must joint- 
ly and severally restore to the Receiver “the full amount 


received from all of those investors who purchased IDR’s,” 


while Charles J. Diaz ("Diaz’’), Executive Vice President 
of the firm, and Thomas A. Preston (“Preston”), a sales- 
man, must return the aggregate sum received by each 

as a result of such sales. 


In order to determine exactly how much money must 
be disgorged, the Court’s Opinion continues the appoint- 
ment of David Hughes as Receiver for the corporation 
and directs him to prepare an accounting showing the 
sums received by the defendants as a result of the bond 
sales; it also directs Diaz and Preston to account to the 
Receiver for all monies or property received by them 
directly or indirectly from such sales. The Court also 
directed Receiver Hughes to ascertain the names and 
addresses of all IDR purchasers from R. J. Allen and to 
then circularize those purchasers and allow them to 
file verified claims with him. Any correspondence in 
this matter should be directed to Mr. Hughes at P. O. 
Box 397, Airport Branch, Miami, Florida 33148. 
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to determine the amounts of funds misappropriated by 
Emanuel L. Wolf and Robert L. Ingis and any other offi- 
cers, directors or employees, and an order directing Kalvex 
Inc. to seek to recover said funds from said individuals; 
and (3) such other and further ancillary relief as may be 
deemed just and proper under the circumstances, includ- 
ing, but not limited to, an order directing Kalvex to insti- 


tute such procedures as are necessary to prevent its officers, 


directors or employees from engaging in the future in the 
acts and practices alleged in the Commission’s Complaint. 


Contemporaneously with the filing of this action, Kalvex 
Inc. consented, and Emanuel L. Wolf agreed to consent, 
without admitting or denying the allegations in the Com- 
mission’s Complaint, to the entry of a judgment granting 
the relief requested by the Commission in its Complaint. 
The injunctive action against Ingis is still: pending. 


In its Complaint, the Commission alleged that Kalvex 
failed to disclose and describe in reports filed with the 
Commission on Forms 10-K and 10-Q for the years 1972 
and 1973, that its expenses were overstated as a result of 


2 
of 


payments to Wolf and Ingis for expenses not properly charge- 


able to Kalvex. The Complaint also alleged that as a result 
of these payments to Wolf and Ingis, the proxy statements 
for the Kalvex annual meetings for 1973 and 1974 failed 
to accurately state the amount of remuneration paid to 
Wolf and Ingis. It was further alleged that the proxy state- 
ment for the 1974 annual meeting failed to disclose and 
describe that Ingis had entered into an arrangement with 
a supplier of Kalvex whereby the supplier agreed to 
“kickback” $23,000 plus 10% of the fees to be received 
from Kalvex and its affiliate, Allied Artists Pictures Cor- 
poration. 





Litigation Release No. 6655/December 27, 1974 


The Securities and Exchange Commission announced today 
that Gould Inc. (“Gould”) and William T. Yivisaker 
(“Yivisaker’’) have consented, without admitting or deny- 
ing the allegations in the Commission’s complaint, to a final 
judgment of permanent injunction in SEC v. Gould Inc., et 
al. filed on December 12, 1974, in the Southern District of 
New York. The consent decree requires that Gould and 
Yivisaker, in connection with any purchase or sale of the 
securities of I-T-E Imperial Corporation (“ITE”), comply 
with Section 10(b) of the Securities Exchange Act of 

1934, and Rule 10b-5, thereunder, by, among other 

things, disclosing material, non-public information con- 
cerning Gould's intention to propose a merger with ITE 
and further requires that Gould disclose to the public the 
fact of its intention to merge, where prior press releases 
have disclaimed such intention. 


The final judgment restricts Gould’s voting of 270,000 
of its ITE shares for one year only if a majority of the 
other ITE shares voting on any merger proposals be- 
tween the two companies vote against the proposal. 





Litigation Release No. 6656/December 31, 1974 


SEC v. MOUNT EVEREST CORPORATION, et al. 


(E.D. Pennsylvania, Civil Action No. 73-2154) 


William R. Schief, Administrator of the Washington Regional 


Office, and Thomas H. Monahan, Attorney-in-Charge of 
the Philadelphia Branch Office of the United States Securi- 
ties and Exchange Commission announced that on Decem- 
ber 16, 1974, the Honorable J. William Ditter, Jr., United 
States District Judge for the Eastern District of Pennsy!- 


vania, entered a default judgment permanently enjoining 
Israel International Corporation of Jenkintown, PennsyI- 
vania from further violations of the anti-fraud provisions 
the federal securities laws. 


In its Complaint, the Commission alleges that Israel In- 
ternational Corporation and the other named defendants 
violated Section 17 of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder in connection with the offer 
and sale of short term notes of Mount Everest Corpora- 
tion, by representing, among other things, that the inter- 
est due on the notes would be paid from operating reven- 
ues of Mount Everest Corporation, when, in fact, suffi- 
cient revenues were never available for this purpose, and 
by diverting substantial proceeds from the note sales to 
the management of Mount Everest Corporation for sal- 
aries and expenses. 


For further information see Litigation Releases Nos. 
6198 and 6221. 





Litigation Release No. 6657/December 31, 1974 


UNITED STATES v. JAMES E. MIDKIFF AND E. LEE 
FRANKS 


John L. Briggs, United States Attorney for the Middle Dis- 
trict of Florida, Jule B. Greene, Regional Administrator 

of the Atlanta Regional Office, and Michael J. Stewart, 
Associate Regional Administrator, Miami Branch Office, 

of the Securities and Exchange Commission, today announ- 
ced that on December 20, 1974, a Federal Grand Jury 
sitting in Tampa, Florida, returned a twenty-three count 
indictment against James E. Midkiff (‘Midkiff’) and E. 
Lee Franks (“Franks”), both of St. Petersburg, Florida. 


The indictment charges the defendants with twenty-two 
criminal violations of the anti-fraud provisions of the 
Securities Act of 1933 [Section 17(a)] and the Securities 
Exchange Act of 1934 [Section 10(b) and Rule 10b-5 
thereunder] , in connection with the offer and sale of the 
common stock of Gulf Investing Corporation ("Gulf"), 
a Florida corporation; Midkiff, who is Gulf’s president, 
and Franks, a securities salesman, are also charged with 
one count of conspiring to violate those provisions. The 
indictment also names Gulf, Jean B. Midkiff (a corporate 
officer), Freeman Ewing and William B. Farmer (securi- 
ties salesmen) as unindicted co-conspirators. 


The indictment charges that between October 1971 and 


‘ October 1973 the defendants, and the unindicted co-con- 


spirators, fraudulently offered and sold approximately 
23,000 shares of Gulf’s common stock to twenty elderly 
residents of St. Petersburg, Florida. Gulf, purportedly 
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the owner and operator of two funeral homes in that 
area, and Midkiff were permanently enjoined as a result 
of Commission action in October 1973. A corporate re- 
ceiver was appointed at that time, and Gulf was later 
determined to be insolvent. (For further details see Lit- 
igation Releases 6115, 6119, and 6140.) 





Litigation Release No. 6658/December 31, 1974 


SEC v. HI-SHEAR CORPORATION; GEORGE S. WING 


(C.D. California No. 74-3717-DWW) 


Gerald E. Boltz, Administrator of the Los Angeles Office 
of the Securities and Exchange Commission, announ- 
ced on December 19, 1974 that the Commission filed 

a complaint in the United States District Court in Los 
Angeles charging Hi-Shear Corporation and George S. 
Wing, both of Los Angeles, California, with violations 
of the anti-fraud and soliciting provisions of the proxy 
regulations of the Securities Exchange Act of 1934 in 
connection with the solicitation of proxies for a spec- 
ial shareholders’ meeting of Hi-Shear Corporation to be 
held on December 20, 1974. 


In this complaint, the Commission has asked for a tem- 
porary restrining order, a preliminary injunction and 

a final judgment of permanent injunction restraining 
and enjoining the defendants from further violations 
of the proxy regulations. 





Litigation Release No. 6659/December 31, 1974 


SEC v. CONTINENTAL LAND MANAGEMENT 
CORPORATION, et al. 


(S.D. Fla. Civil Action No. 74-525-Civ-PF) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and Michael J. Stewart, Associate Regional Ad- 
ministrator, Miami Branch Office of the Securities and 
Exchange Commission, announced that on December 
6, 1974, the Federal District Court for the Southern 
District of Florida permanently enjoined by consent, 
E. John Westland, Continental Land Management Cor- 
poration, Continental Land Development One, Inc., 
Continental Companies Corporation, and Continental 
Land Corporation. The named defendants consented 
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to the Court’s order without admitting or denying the 
allegations of the Complaint which charged E. John 


Westland, Continental Land Management Corporation, r 
Continental Land Development One, Inc., Continental y) 
Companies Corporation, and Continental Land Corpor- ) 


ation with violations of the registration provisions and 
anti-fraud provisions of the federal securities laws in 
the offer and sale of the securities of Continental Land 
Management Corporation, Continental Land Develop- 
ment One, Inc., and Continental-Southeast Land Cor- 
poration. 


(For further information see LR-6339). 





Litigation Release No. 6660/December 31, 1974 


SEC v. CALIFORNIA-HAWAI!I DEVELOPMENT 
INC., et al. 


(U.S.D.C. N.D. Calif. Civil Action No. 74-2668) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 

gional Office, and Leonard H. Rossen, Associate Region- 

al Administrator of the San Francisco Branch Office, 
announced that on December 23, 1974, the Honorable 
Charles B. Renfrew, Judge of the United States District 

Court in San Francisco, entered a judgment perma- 

nently enjoining California-Hawaii Development Inc. " 
(“Cal-Hawaii”) and Dewey O. (“Doc”) Chapman, Jr. ‘ 
(“Chapman”), Cal-Hawaii’s president and chairman 

of the board, from further violations of Sections 5(a) 

and 5(c) of the Securities Act of 1933, in connection 

with the offer and sale of the securities of Papakea Part- 

ners, Ltd., in the form of interests in that limited part- 
nership, or any other securities. The Court’s judgment 

was issued as the result of the Commission’s Complaint 

filed on December 19, to which the defendants con- 

sented without admitting or denying the allegations 
contained therein. 


The Complaint alleged that Cal-Hawaii was one of 
three corporate general partners of Papakea Partners, 
Ltd. (“’Papakea”’), a Hawaii limited partnership formed 
to raise equity capital for development of a condomin- 
ium complex at Honokowai, Maui, Hawaii, comprising 
395 units, with a development cost in excess of $20 
million. Cal-Hawaii was responsible for syndicating 
one-third of the equity capital of $1,875,000. 


The Complaint alleged that although Cal-Hawaii pur- 
ported to rely upon the private-placement exemption 
from registration of these securities with the Securi- 
ties and Exchange Commission, Cal-Hawaii and Chap- 
man caused and permitted securities of Papakea to be 
offered and sold in a manner which resulted in the un- 


availability of such exemption, including: (1) the recruit- 
ing of a sales force of at least twenty-two persons, many 
of whom were not registered as securities salesmen with 
either the Commission or the NASD, to offer and sell Cal- 
Hawaii's portion of the Papakea offering to the public; 
(2) the placing of an advertisement by one of the sales 
force in the Wall Street Journal, designed to offer Papakea 
partnership interests to the public; and (3) the selling of 
interests in Papakea toapproximately seventy-five mem- 
bers of the public in amounts as small as $5,000, and 

the offering of such interests to an unascertainably larger 
number of such persons. 





Litigation Release No. 6661/January 2, 1975 


The Securities and Exchange Commission and John T. 
Elfvin, United States Attorney for the Western District 
of New York, announce the conviction on December 11, 
1974 of Lloyd Dixon, Jr. by a jury in Buffalo, New York 
on six counts of violating the Federal securities and mail 
fraud laws. Mr. Dixon was the president and Chief Execu- 
tive Officer of the AVM Corporation of Jamestown, New 
York from 1964 to 1973. 


Mr. Dixon was convicted of conspiring during the period 
December 1970 to May 1971 to solicit proxies in viola- 
tion of SEC regulations by failing to advise AVM stock- 
holders of personal loans of over $67,000 made to Mr. 
Dixon by AVM Corporation during the year 1970. Mr. 
Dixon was also convicted of a substantive count of 
soliciting shareholder votes by the use of proxy ma- 
terial which failed to disclose the loans and of three 

mail fraud counts based on mailing and receipt by share- 
holders of the false proxy material. 


The jury further found Mr. Dixon guilty of filing a mis- 
leading annual report on Form 10-K for AVM Corpora- 
tion for the year 1970 which failed to disclose the 
loans. 


AVM Corporation, which had been indicted along with 
Mr. Dixon, pleaded Nolo Contendere on February 7, 
1974 to all six counts and was fined $5,000 by United 
States District Judge John T. Curtin on April 8, 1974. 
Sentencing for Mr. Dixon has been set for January 

27, 1975. 





Litigation Release No. 6662/January 2, 1975 


The Securities and Exchange Commission and Paul J. 
Curran, United States Attorney for the Southern Dis- 


trict of New York, announce that a Federal Grand Jury 
returned a two-count indictment on December 12, 1974 
charging Thomas E. Mullen, formerly a marketing execu- 
tive with Eastern Air Lines, with conspiring with Cortes 
W. Randell, the former President of National Student 
Marketing Corporation, and Denis M. Kelly, formerly 

an executive with Eastern and with National Student 
Marketing Corporation, to use interstate facilities to pro- 
mote bribery. 


The first count of the indictment charges that beginning 
around September 1968, Mullen conspired with Randell 
and Kelly to increase artifically and corruptly the size 
of Eastern’s actual and purported purchases of National 
Student Marketing services, in return for $25,000 in 
cash and thousands of shares of National Student Mar- 
keting stock secretly funneled to Mullen without East- 
ern’s knowledge and consent. The second count charges 
Mullen with using interstate facilities in connection with 
the receipt and distribution of the $25,000 bribe. 


Randell and Kelly, named in the present indictment as 
co-conspirators have previously pleaded guilty to various 
violations of the securities laws in United States v. Ran- 
dell, 74 Crim. 43. Mr. Mullen has not yet pleaded to 
either of the counts in the present action. 





Litigation Release No. 6663/January 3, 1975 


SEC v. PPNEHURST MORTGAGE AND LOAN CORPORA- 
TION, et al. 


(M.D. N.C. Civil Action No. C-74-248-R) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on December 3, 1974, Honorable Eugene 
A. Gordon, Chief Judge of the United States District 
Court for the Middle District of North Carolina, issued 

an order denying the Commission’s motion for a prelimin- 
ary injunction against Pinehurst Mortgage and Loan Corpor- 
ation, Frederick N. Boswell, David Nichols and Merritt 

R. Clements, Jr., of Southern Pines, North Carolina, and 
Howard E. Herndon of Atlanta, Georgia, from alleged 
violations of the anti-fraud provisions of the federal se- 
curities laws in the offer and sale of investment notes of 
Pinehurst and denying the Commission’s application 

for appointment of a receiver for Pinehurst. The order 
also denied all motions filed by the defendants, includ- 
ing their motion to dismiss the complaint. A pre-trial 
conference has been scheduled for January 22, 1975. 


For further information see Litigation Release No. 
6485. 
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Litigation Release No. 6664/January 3, 1975 


SEC v. L.T.P. PROPERTIES, INC.., et al. 


(S.D. Fla. Civil Action No. 74-1680-Civ.-JE) 


Jule B. Greene, Administrator of the Atlanta Regional 


Office, and Michael J. Stewart, Associate Regional Ad- 


ministrator, Miami Branch Office of the Securities and 
Exchange Commission, announced the filing of a com- 
plaint on December 27, 1974, in the United States 
District Court for the Southern District of Florida, 
seeking preliminary and permanent injunctions 
against the following from violations of the registra- 
tion and anti-fraud provisions of the Securities Laws 
in the offer and sale of securities of L.T.P. Properties, 
inc. (“L.T.P."): L.T.P., a Florida corporation; S.E.1., 
Inc., a Florida corporation; Southeast Florida cor- 
poration, a Florida corporation; Frank R. Carcaise 

of DeBary, Florida; David R. Edstrom, of Fort 
Lauderdale, Florida; and Phillip M. Swan, of Fort 
Lauderdale, Florida; and the appointment of a re- 
ceiver for L.T.P. 


The Commission’s complaint charges violations of 
the registration and anti-fraud provisions of the Se- 
curities Act of 1933 and the anti-fraud provisions of 
the Securities Exchange Act of 1934 in the offer and 
sale of the promissory notes of L.T.P. The complaint 
in particular alleges that the defendants made false 
and misleading statements and omissions of material 
facts concerning: the financial condition of L.T.P.; 
the proceeds from L.T.P. notes that were to be 
utilized to develop The Swallows Golf and Country 
Club; L.T.P.’s ability to pay interest on monies in- 
vested; that L.T.P. had no income; that proceeds 
from the sale of notes were being diverted to the 

use of a foreign corporation and Frank Carcaise; 

the appraisal! value of land collateralizing L.T.P. 
notes; and the inability to operate or meet the obli- 
gations of L.T.P. without the sale of its promissory 
notes. 
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